





SUPPLEMENTAL APPROPRIATIONS FOR 1952 


THURSDAY, SEPTEMBER 6, 1951 


Unitep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met, pursuant to recess, at 10:30 a. m., in room 
F-37, the Capitol, the Honorable Kenneth McKellar (chairman) 
presiding. 

Present: Senators McKellar, Hayden, Chavez, Ellender, Kilgore, 
Robertson, Cordon, Young, and Ecton. 

Also present: Senators Schoeppel and Carlson. 


INDEPENDENT OFFICES 


Moror Carrier Ciaims CoMMISSION 


STATEMENTS OF THOMAS W. O’HARA, CHAIRMAN; ERNEST M. 
SMITH, MEMBER; AND RANDOLPH CARPENTER, MEMBER 


. SALARIES AND EXPENSES 


Chairman McKe iar. The committee will come to order. 

This morning we have before us the members of the Motor Carrier 
Claims Commission. This item of the bill appears at page 12, line 9, 
for an additional amount for ‘Salaries and expenses, Motor Carrier 
Claims Commission, $124,009.” 

Mr. O’Hara, will you proceed, please? 

Mr. O’Hara. Senator, if I may, for the purpose of the record, I 
have a statement that I will not bother to read. 

Chairman McKe.iar. Very well; please highlight it. 

(The statement referred to is as follows:) 


SraTEMENT BY THomas W. O’Hara, CHArRMAN, Motor Carrier CLAIMs 
ComMISSION 


The Motor Carrier Claims Commission was created by Public Law 880, 
Eightieth Congress (enacted July 2, 1948) to “hear and determine, according to 
law, existing claims against the United States arising out of the taking by the 
United States of possession or control of any of the motor-carrier transportation 
systems described in Executive Order No. 9462, dated August 11, 1944 (C. F. R., 
1944 Supp. p. 70).” 

The Commission was activated by appointment and qualification of its members - 
on September 19, 1949. At that time the law provided that claims must be filed 
by October 2, 1949, but shortly thereafter Congress extended the time for filing 
such claims until April 2, 1950. By that latter date, 103 claims were filed; the 
aggregate amount alleged to be due: $39,133,839.57. Claims were brought to 
issue around June 1, 1950, when the special assistant to the Attorney General 
(appointed in April 1950 to handle the defense of the claims) was able to file 
answers. 
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After numerous conferences with counsel, in an effort to determine the most 
expeditious method of handling the claims, hearing was begun in August 1950, 
in the case of R-B Freight Lines, Inc. v. The United States. It was represented by 
counsel for both sides that this would be in the nature of a test case which would 
likely go to the Supreme Court, and would likely determine the legal principles 
applicable to subsequent cases. For this reason considerable latitude and time 
were allowed in the presentation of the evidence in this case; the evidence not 
being finally closed until February 1951. The Commission issued its determina- 
tion in that case on April 28, 1951. A motion for rehearing was not disposed of 
until July 24, so that the parties are assuming that they have 3 months from that 
latter date in which to apply to the Supreme Court for a writ of certiorari. 

Meanwhile, hearings have proceeded and are in various stages in some 47 other 
cases. Considerable progress has been made in adoption of portions of the evidence 
in the R—-B case into the records in other cases by agreement of counsel. However, 
this applies only to portions of that evidence which is rather general in nature 
and still leaves in each of these, as well as in all other subsequent cases, a great 
deal of evidence to be taken with application only to the individual case. Thus, 
while the time necessary for hearing these latter cases can be considerably short- 
ened, their hearing and determination does not by any means become an auto- 
matic process, even if all of the basic legal propositions should be settled by the 
R-B case. 

As the matters appearing in the foregoing paragraphs became evident they were 
reported to the Congress. Upon suggestion of the Commission, through the 
Executive Office of the President, bills were introduced in the Congress to extend 
the life of the Commission beyond the original termination date, September 20, 
1951 (which date was determined under the act as 2 years from the first meeting 
of the Commission). The proposed legislation was considered by the respective 
Judiciary Committees of the Senate and House, and upon their favorable recom- 
mendation an act was passed extending the life of the Commission until June 30, 
1953. This act was signed by the President on July 11, 1951, as Public Law 75. 

The following paragraph from the report of the Senate Committee on Judiciary 
on the legislation just referred to might be noted as a summary of the situation 
found by that Committee to require the extension: 

“Although the Commission was due to end its existence on September 20, 1951, 
the status of the cases makes it mandatory that the termination date for thé Com- 
mission be extended if the Commission is to discharge the responsibility with 
which it was charged under the creative act. The Commission has proceeded 
with reasonable dispatch, but the size and scope of the claims filed with it, and the 
fact that almost 90 percent of the claimants are represented by the same attorneys 
and the Government has been represented by a limited staff, have prolonged the 
proceedings before the Commission. The Commission is now in position to bear 
and determine the claims as rapidly as the parties are able to try them, but it-is 
apparent that the life of the Commission must be prolonged to enable it to ecom- 
plete its work’”’ (S. Rept. No. 383, p. 3). 

The budget estimate upon which was based the appropriation carried in the 
regular independent-offices appropriation bill for 1952 was submitted and con- 
sidered before the enactment of the act extending the life of the Commission; there 
could then be no consideration of budget beyond September 20, 1951. That 
estimate contemplated the termination of all activities of the Commission and its 
liquidation by that date. The appropriation contained in the independent-offices 
bill was $34,000. 

Since the passage of the act extending the life of the Commission, it is necessary 
that the Commission have funds for continued operation during the entire fiscal 
year. From the date of passage of that act it was evident that what was needed 
was not a liquidation budget but a budget for full-scale operation for the entire 
fiscal year. The budget for the entire year was estimated at $158,000. Deduct- 
ing the $34,000 carried in the independent-offices bill, a supplemental estimate 
has been submitted in the amount of $124,000. 

The House has seen fit to appropriate only $100,000 in the supplemental appro- 
priation bill, and the language of that bill as it passed the House restricts the ex- 
penditure for personal services to $66,500. This restriction would necessitate 
the immediate dismissal of 5 of the 12 employees (not including members of the 
Commission) now on active duty. This would make it impossible for the Com- 
mission to proceed with its work at such a rate as to come anywhere close to com- 
pleting its determination of the claims before it by the new expiration date in 
1953. If it is felt necessary that some such limitation be included, it is respect- 
fully submitted that the Commission can proceed with the orderly and expeditiou 
disposition of the cases only if the limitation is not less than $82,000. 
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Aside from salaries, the funds requested in the estimate submitted are needed 
to finance the necessary travel (particularly of hearing officers taking evidence 
over a large area of the country), reporting costs, printing, and all of the regular 
office expenses. 

Further, it will be noted that the Committee on Appropriations of the House, 
in its report on H. R. 5215, expressed the opinion that the work of the Commission 
should be completed within the current fiscal year, and admonished the Commis- 
sion to so arrange its affairs as to complete all of its work by June 20, 1952. The 
committee stated its intention that the appropriation provided would provide 
funds for all purposes, including terminal leave, and that no additional request 
for funds would be submitted at a later date. 

Considering the time necessary for hearing individual cases, the work which 
has to be done in determining them, the likelihood that at least one case will have 
to be acted upon by the Supreme Court before it ean be said that the legal princi- 
ples applicable are conslusively established, no prospect whatever appears that 
there can be an orderly determination of these claims before June 30, 1952. The 
Commission has ordered the hearing of all claims at times which it is hoped will 
accomplish the conclusion of the hearing of all evidence by the end of December 
1952, and in the hope that the remainder of the work can be accomplished between 
that date and June 30, 1953. 

If the Commission is bound by the admonition contained in the House commit- 
tee’s report, the progress during the fiscal year 1952 will be further hampered 
by the necessity of paying terminal leave from the funds provided. Terminal 
leave is a part of the salary item and would have to be paid from the $66,500 
indicated as the salary limitation. The budget estimate did not include any 
amount whatever for payment of terminal leave, as the Commission was advised 
by the Bureau of the Budget that funds for that purpose should not be requested 
until the fiscal vear in which termination would occur. Payment of this item 
from regular salary funds as limited by the House bill would, at best, allow the 

Jommission to retain only its clerk (whose appointment is directed by law) and 
one or two stenographers. It would have no assistance in the taking of evidence 
or the making of findings, and it is impossible to see how it could go very far 
toward completing hearings and then making determinations followed by reports 
to Congress, which include findings of fact, conclusions and reasons, in any great 
number of the cases. 

It is, therefore, respectfully requested that the Senate committee recommend 
a supplemental appropriation for the Motor Carrier Claims Commission in the 
amount of $124,000, with no salary limitation less than $82,000, for the purpose 
of carrying on its work for the remainder of the fiscal year 1952, without inter- 
ruption and without the necessity of discharging employees and paying their 
terminal leave during this fiscal year, and in contemplation of its continued work 
on the claims before it during the fiscal year 1953. 


EXTENSION OF MOTOR CARRIER CLAIMS ACT 


Mr. O'Hara. The difficulty that has arisen in the Motor Carrier 
Claims Commission is that under the original act the Commission was 
to expire September 20, 1951. Because the work of the Commission 
had not progressed as rapidly as we expected, and the fact that we 
were further limited in our activities by an extension of the filing 
date of claims, the Congress saw fit to extend the act until June 3, 1953. 

In contemplation. of the expiration of the act in 1951, we prepared a 
budget which was presented for the 2% months from July 1 to Septem- 
ber 20 of 1951. Subsequently the ant was passed. So, we then had 
to go before the Budget for an appropriation. to cover our expenses— 
that is, salaries—from September 1951 to July 31, 1952 

We submitted an original budget of $40,000 ‘for the 2 7% ‘months of the 
fiscal year. Of that amount, $34,000 was in the bill as é passed with- 
out any limitation on personal services. 

Chairman McKe iar. That is, as it passed the House. 

Mr. O’Hara. As it was enacted. That was the original inde- 
pendent offices bill. For that particular period we received the sum 
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of $34,000 without any limitation upon our expenses for personal 
services. 


HOUSE ACTION 


Having in mind that we had 9 months to operate under this fiscal 
vear, we then presented the budget in the sum of $124,000. That 
budget was approved, but the House in their bill reduced it to $100,000, 
with a limitation on personal services of $66,500. 

The original bill carried a limitation of $82,000 for personal services. 

With that limitation placed upon us, the salary allowed us of 
$66,500 is not enough to permit the carrying on of the Commission. 
The Commission has made since the date of its existence every effort 
to keep our expenses at a very minimum; and for that reason, when it 
became apparent to us that we were not making the progress we had 
anticipated, instead of carrying a full load of personnel, we reduced our 
personnel from approximately, I think, 20 people, to 12. That is not 
counting the Commissioners, of course. 

We feel that the 12 that we now have on our rolls are absolutely 
essential to carry on the work that we have before us. Originally we 
had 103 cases assigned to us. 

Chairman McKetuar. Just what do you do? 


STATUTORY RESPONSIBILITY 


Mr. O'Hara. The act provides that we shall hear and determine 
a group of 103 claims asserted by motor-carrier companies for alleged 
damages which accrued during a period in which the Government 
operated these 103 motor-carrier lines. 

Senator Corpon. And every line filed a claim; did it not? 


CLAIMS FILED 


Mr. O’Hara. 103 filed claims approximating $39,000,000. We 
have disposed so far of what we supposed was an initial test case. In 
other words, we supposed when that case was presented that all of the 
legal questions that might be involved——— 

Chairman McKetiar. What was the amount of the claim? 

Mr. O’Hara. The amount of that claim was around $387,000, 
I believe, in that particular case. 

Senator Ropertrson. Mr. Chairman, may I ask a question there? 

Chairman McKe.iar. Yes, sir. 

Senator Rospertson. When you dispose of that claim, can they go 
to the Court of Claims if they are not satisfied? 

Mr. O’Hara. No, sir. The act provides that there is only one 
appeal from the determination of this case, and that is directly to the 
Supreme Court. In the Wheelock case that had: been in the Court 
of Claims that went on appeal to the Supreme Court of the United 
States, the Court ruled that the judgment of the Court of Claims 
should be vacated because the Motor Carrier Claims Commission had 
exclusive jurisdiction of these claims. So there was only one forum 
they could go to, and that is this Commission. 

Senator Corpon. What happened to the case you say you dis- 
posed of? 

Mr. O’Hara. In that case our determination was in the sum of 
approximately $122,000. 
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Senator ELLenper. That is about a third of what they had asked 
for. 

Mr. O’Hara. That is correct. 

Senator Rosertson. What is the end of the period when these 
claims arose? 

Mr. O’Hara. The final date for filing of their claims was October 2, 
1950. We were activated in—— 

Senator Rospertson. What period did that cover the Government 
operations? 

Mr. O’Hara. The Government operation began about August 11, 
1944, and expired at various dates, not to exceed 15 months in any 
one case. 

Senator Ronertson. When did it expire? 

Mr. O’Hara. They were released at different times. About 
November 1945 was the last company release. 

Senator Rosertrson. Is there any statute of limitations on these 
claims? 

Mr. O’Hara. Yes, sir. 

Senator Corpon. It is beside the point; is it not, if they have all 
filed them? 

Mr. O’Hara. They have all filed them. The final date of filing was 
April 2, 1950. 

Senator Corpvon. Every trucking company that was involved filed 
its claim before that time? 

Mr. O’Hara. That is right. 

(The Commission later submitted the following information: ) 

To prevent any misunderstanding with respect to the number of claims filed by 
the 103 carriers involved, the Commission states that 98 of the original 103 carriers 
named in the Executive order directing the seizure filed claims with the Commis- 
sion, but, in addition, 5 other carriers filed claims alleging that they had suffered 
loss by reason of the seizure made under the Executive order, thus making a 
total of 103 claims. 

Senator Corpgn. So, the only question now is what are you going 
to do with them. 

Mr. O’Hara. That is correct. 

Senator Corpon. What has happened to the case where you found 
for $122,000? 

Mr. O'Hara. Of course, there were the usual motions for rehearing 
and motions for opening the record, all of which were denied, and the 
final decision in that case was April 28 of this year, and July 24th 
was the final denial for all motions for rehearing that they had pre- 
sented to us. 

Senator Corpon. When was your Commission formed? 

Mr. O’Hara. The Commission was activated September 19, 1949. 
The original was passed thea. 

Senator Corpon. What day of 1951 was it that you got your first 
decision? 

Mr. O’Hara. April 28th. I might say in that connectioa—— 

Senator Corpon. Just a moment, please. You attempted in your 
investigation and decision in this case to set up a principle of law that 
would govern the measure of compensation in all cases? 

Mr. O’Hara. That is correct. 

Senator Corpon. I take it there has been no appeal to the Supreme 
Court as yet. 
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Mr. O’Hara. Not as yet; no, sir. 

Senator Corpon. Do you expect there will be? 

Mr. O’Hara. We rather expect that there will be, but we have no 
indications that there will be, other than that the time is tolling, and 
they have until October 24 as the final date on which they could 
petition for writ of certiorari. 

Senator Corpon. And in the balance of the 102 cases you are in 
the position of not knowing what the appellate court is going to say 
is the applicable law? 

Mr. O’Hara. That is correct. 

Senator Corpon. And you are more or less going to have to mark 
time with only an investigation into facts and the setting up of basic 
facts before you can make any other decision or feel that you should 
make another decision? 

Mr. O’Hara. We are proceeding with the trials of these cases at 
the present moment. 

CASES DISPOSED 


Chairman McKe.tiar. How many cases are there? 

Mr. O’Hara. We have disposed of, as I said, 1 case by trial, and 
we have dismissed 2 cases, which leaves practically 100 cases. 

Senator Corpon. What happened to the ones you dismissed? Did 
they appeal? 

Mr. O’Hara. Not as yet. I doubt seriously whether there will be 
an appeal in those cases? They involved claims, I would say, of 
around $2,000,000. 

Senator Ropertrson. What agency handled the claims of the rail- 
road companies? 

Mr. O’Hara. You mean under the old—— 

Senator Rosertson. The Government took over the railroads at 
the same time they took over the motor carriers. Did the railroads 
have any complaints? 

Mr. O’Hara. They went to the Court of Claims. You mean the 
recent railroad cases? 

Senator Roperrson. I mean all the claims that the railroads would 
have growing out of Government operations on a par with the claims 
that the motor carriers would have. 

Mr. Carpenter. In World War I, Congress passed an act which 
authorized the payment by a certain formula. 

Senator Ronerrson. At the end of World War II, how were those 
claims handled? Did they go to the Court of Claims? 

Senator Corpon. We did not receive the railroads. We did set 
up a system for the Interstate Commerce Commission to attain an 
integration of the railroads. But we did not have a railroad adminis- 
tration since we had one in World War I. 

Mr. Carpenter. We are proceeding in the trial of these cases, and 
they are going to be completed. It is up to the parties if they want 
to appeal or not. 

Senator Corpon. Of course, I understand that. 

Senator Ropertson. Why was it that it took you over 1 year to 
finish action on the one case that is going to be the test case? 
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ORGANIZATION OF COMMISSION 


Mr. O’Hara. At the beginning, Senator, the act provided that we 
should have an existence of 2 years from the date of our first meeting, 
and it became necessary for the Commission to have a formal meeting 
the day immediately after they were sworn in office, for this reason: 
We were sworn in on the 19th of September, and on the 2d of October, 
under the original act, the final date for filing claims was set. In the 
third deficiency appropriation, bill of that vear, they provided that the 
time for filing should be extended for a period of 6 months to April 2. 
So, that practically took 6 months of our time right there in which to 
hear these cases. 

Senator Ronertson. It took 6 months of your time. Would 
take 6 months on the first one that would be filed? 

Mr. O’Hara. They did not file until the final date. They came 
in the last of March and the final date of April 2d before they filed. 

Chairman McKe.iar. March 1950? 

Mr. O’Hara. That is right. Then, of course, they were not at 
issue until about June, and then we had considerable diffic ulty because 
at that time there was only one man defending each claim. The 
Department of Justice had considerable difficulty in assembling an 
adequate staff. Because this case was to be a test case, we granted 
them every conceivable latitude both in time and in effort, to perfect 
a case that would touch all of the legal principles involved in litigation 
of this type. 

Senator Ropertson. When the bill was before Congress to create 
this Commission, what argument was advanced that the Court of 
Claims could not hear contract claims against the Government in the 
case of these motor carriers? 

Mr. O'Hara. That I am not familiar with, but I know it was over 
3 years disposing of the Wheelock Bros. case, which is one of these 
cases in the Court of Claims. 

Senator Corpon. Among other things, Senator, I recall at the time 
that the bill was up for consideration the proposition was that any 
right here rather rested in tort rather than contract, because it was a 
seizure under war powers by the Government, and had its genesis in 
certain labor disturbances, and that made it impossible to carry the 
Government goods during the war, and the Government stepped in and 
took the thing over and directed it. These are alleged to be losses 
that they sustained as a result of complying with Government orders. 


DISMISSAL OF WHEELOCK CASE 


Chairman McKe.vuar. Only three have been tried; two dismissed, 
and the Wheelock case was dismissed by the Supreme Court? 

Mr. O’Hara. And that, of course, is on trial for our docket now. 
One has been tried; two dismissed. The R—B case is the only case 
we have tried and finished. 

Chairman McKe.uiar. When were the last two dismissed? Has 
the time expired for them to take an appeal? 

Mr. O’Hara. Not as yet. 

Senator Corpon. Is the Wheelock case the one that was tried in 
the Court of Claims? 

Mr. O’Hara. That is right. 
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Senator Corpon. Was that pending at the time this act was 
passed? 

Mr. O’Hara. That was pending ‘and they made a motion at that 
time to dismiss the case, and the Court of Claims denied the motion 
and rendered a judgment in favor of them of some $4,700, and it went 
to the Supreme Court, and it was only a few days after that we gave 
our decision in the R—B case, or the Supreme Court did, ordering the 
Court of Claims vacating the judgment in the W heelock case, because 
they ruled that the Motor Carrier Claims Commission had exclusive 
jurisdiction over these cases. 


COMPENSATION OF CARRIERS 


Senator Corpon. Is it the view of your counsel or representative 
of the Department of Justice that the act creating the Motor Carrier 
Claims Commission created any new rights for compensation in these 
carriers that did not exist before that? 

Mr. O’Hara. I would not say so. 

Senator Corpon. Another case where there was short-sightedness 
on the part of the Congress. I for one, if I had known that there was 
a case pending before the Court of Claims, would have permitted it to 
go before that court, and permitted the legal principles to be estab- 
lished. 

Mr. O’Hara. They permitted them to go on with their appeal. 

Senator Corpon. That is water over the dam now. 

Mr. Smirn. I am sure some of the complainants have expressed 
their view informally that a new right was created, but in our trial 
and determination of this R-B case, to which Mr. O’Hara has re- 
ferred, that particular issue had not come up, and that has been de- 
cided on the principles of just compensation as we have been able to 
gather them from the decisions. 

Mr. Carpenter. I might say that this question of taking has not 
yet been really decided by the Supreme Court, and it will be one of the 
principal questions in these cases. 

Senator Corpon. Do the claimants raise the proposition that this 

seizure was a complete taking of their property with their right to full 
compensation for the property, or do they simply want. to “claim for 
the residual total loss sustained by virtue of the taking? 

Mr. O’Hara. They maintained in the R—B case that there was an 
actual taking and admitted by the Government. They moved in on 
August 11, 1944. But the Government admitted that from January 

1945, until the time that the business was returned to them that 
there was an actual taking. 

Chairman McKetuiar. Was there any reason why it could not have 
been tried in the Court of Claims, if this court had not been estab- 
lished? Suppose we had established no court at all of this kind; 
could they not have filed a claim in the Court of Claims? 

Mr. O'Hara. I imagine they could, and they did in the instance of 
the Wheelock brothers. 

Mr. Smiru. But the passage of this act divested the Court of 
Claims of all its jurisdiction. 

Chairman McKetiar. When does the act go out of date? Is 
there a limitation on the supplemental act? 
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Mr. O’Hara. This last act is to expire June 30, 1953. 
Senator Corpon. As a result of that situation, where are you now? 


PERSONNEL 


Mr. O'Hara. As a result of that situation, as I said before, we 
attempted to start a full-fledged operation when we opened up, and 
discovering that we could not make the progress that we thought we 
could make, the Commission surplused what personnel we could. 
We reduced considerably so that at the present time we have two 
hearing officers left with a stenographic and administrative force con- 
sisting of a total of 12 people. 

Senator Corpvon. Let me interrupt you again, please. 

Is it your view that any findings that you make with respect to the 
total amount of compensation due will carry with the legal proposition 
interest on that amount from either the time of its accrual or the 
time of its determination by you? 

Mr. O’Hara. Under the existing rules from the date of judgment. 

Senator Corpon. Your judgment? 

Mr. O’Hara. No; from the date of taking. 

Senator Corpon. You will find then for a principal amount plus 
accrued interest to the time of your judgment, and that that total in 
itself will bear interest? 

Mr. O’Hara. Yes, sir. 

Mr. Sarr. I do not think that is right. 


QUESTION OF INTEREST PAYMENT 


Senator Corvon. Let us correct it if it is not. I assume when the 
judgment is finally determined by the appellate court it will be paid 
so the question of interest from that time will be moot. 

Mr. Sairx. There will be no compounding. As you know, of 
course, interest is allowed in these cases if it is as a part of compensa- 
tion and we undertake to follow that sort of rule. 

Senator Corpvon. The general rule in the State courts is that a 
finding by a court of competent jurisdiction of a definite amount as 
due to a plaintiff carries interest on that total amount which would 
include any costs adjudged to him from the time of entry of a judg- 
ment until it is paid. 

Mr. Smiru. Our investigation of this problem has led us to believe 
that interest is not payable as interest. It is not collectible as interest 
in the case of just compensation under the fifth amendment. 

Senator Roperrson. And you treat it as a tort? 

Mr. Situ. It is compensation we are looking for. The courts 
have allowed as an additional sum as compensation computed in the 
manner of interest, but they do not call it interest as such. That is 
the only theory we find under which any interest at all could 
be allowed. If that interest is allowed, and if it is allowed from either 
of the taking found or from the date when the amount was determin- 
able, which might be the end of the period of taking in this instance, 
and which we did find in this one case, then as a part of the compen- 
sation that just goes to the date of payment without any compounding 
or without any interest upon that same sum. 

Senator Corpon. That is vour view of it? 
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Mr. Smiru. Yes, sir. 

Senator Corpon. What rate of interest do you use in determining 
this full compensation? 

Mr. Smiru. We use 4 percent. 

Senator Corpon. I think it is very material to us, Mr. Chairman, 
because unless we can expedite the determination of this matter, the 
interest upon the amount that finally will have to be paid would 
represent many times the cost of the operation of this Commission. 

Mr. Carpenter. That is very true. 


AMOUNT OF CLAIMS FILED 


Chairman McKeiiar. How many cases have been filed and what 
are the amounts? 

Mr. O’Hara. The number is 103 cases. In round figures the 
amount is $38,000,000. 

Chairman McKeE.uiar. And only one case has been tried. How 
long have you been in office? 

Mr. O’Hara. We have been operating since September 19, 1949. 
May I say this, Senator; only one case has been completed. We have 
some 47 cases in the process of trial at the present time. We have 
placed in order to expedite this particular thing, gentlemen, a dead- 
line at which time all the records must be closed. 

Senator Ropertson. If we give you $124,000 additional that you 
ask, and increase the percentage of the total that you can use for 
personal servic es, can you complete all these cases before your Com- 
mission expires? 

Mr. O’Hara. We hope to by June 1953. 

Senator Ecron. Mr. Chairman, may I ask the witness one question? 

Chairman McKe.uar. Yes, indeed. 

Senator Ecron. I would like to inquire if there have been addi- 
tional claims filed with the Commission since you made your budget 
up, that is, the 1952 budget, contemplating terminating the agency 
on September 21 of this year. 

Mr. O’Hara. No additional claims have been filed since April 2, 
at which time all the claims that were eligible to be filed could be 
legally filed. None can be filed now. 

Senator Ecron. I see. Then you made the former budget request 
on the theory that you would have time to complete all the cases and 
terminate the agency on this September 20? 

Mr. O’Hara. No; we could not possibly do that, and that is why 
the act was extended. 

Senator Corvon. I suggest you finish it by the end of fiscal next 
year. You could not do ‘that, could you? 


COMPLETION OF HEARINGS ON THE EVIDENCE 


Mr. O’Hara. No; we have our cases set for trial running to Decem- 
ber 31, 1952, at which time all records will be closed on the evidence 
in every case. We have from that time, of course, on a running basis 
to clear out reports to the Congress. 

Chairman McKertiar. My recollection is that the district court 
in my district in Memphis, Tenn., tries several hundred cases in a 
year. I just cannot see why it takes you so much longer to try a 
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case than it takes them to try one. It is all similar testimony. Why 
has it not been done before? I am just asking the question to get 
the facts. 

Mr. O'Hara. In dating our existence from September 19, 1949, 
at that time Congress extended the final date for filing 6 months 
without a commensurate extension of the Commission. 

Chairman McKetiar. Did they not do that on the ground that 
you would not take up the cases? It was not offered as an argument 
that you would have a recess because of that extension of time. 

Mr. O'Hara. No; we were trying cases. We have 47 cases in the 
process of trial at the present time. 

Chairman McKetiar. What do you call in the process of trial? 
They are on the books? 

Mr. O’Hara. No. 

Chairman McKetiar. What has been done on them? 

Mr. O’Hara. Part of the evidence is in on these cases, and nine of 
them will be completed by October 15. Nine cases will be completed 
by that date. You see, Senator, these cases range over 15 States, 
and a great deal of the evidence in these cases, and the trials are had 
in the area where the petitioners are located. Many of them are up 
around Minnesota and some around South and North Dakota. In 
that entire valley we cover 15 States, and some on the west coast. 

Chairman McKe tuar. It seems that Congress is at fault in es- 
tablishing this Commission. We have the District Court of the United 
States, and the Court of Claims. 

Senator Corpvon. Of course, the same thing would have been done 
as is being done now anyway. 

Mr. O'Hara. That is right. 

Senator Corpon. It seems to me that we are faced with fact and 
not theory, and we might as well determine it. As far as I am con- 
cerned, it rests on one proposition, and I am afraid that these gentle- 
men or I can supply the answers. You are not certain, and the Justice 
Department is not certain as to whether this additional payment 
equivalent to interest but computed as a part of the compensation 
accruing from the time of the alleged taking expires with the return 
of the property by the Government, and assumption of complete 
control by the carrier, or whether it continues to the time of a judg- 
ment. 

Mr. Smiru. We assume that that will be a question until the Su- 
preme Court has said one way or the other. 

Senator Corpon. Your answer to me, then, is that you are not 
certain about it? 

Mr. O’Hara. But on that question, if I may explain this—— 

Senator Corpon. Always answer, and then explain. 

Mr. O’Hara. Yes, sir. I think I have answered as far as that. 

Senator Corpon. You have not yet. 

Mr. O’Hara. I am not certain. 

Senator Corpon. You have now. 

Mr. O’Hara. Now may I make this comment about it, sir? 

Senator Corpon. The rest is elementary. 


LEGAL BASIS OF CLAIMS 


Mr. O’Hara. Well, you asked a while ago something about on what 
theory these claimants proceeded on the compensation. They are 











436 SUPPLEMENTAL APPROPRIATIONS FOR 1952 


claiming as the principal element of compensation rental value for 
temporary taking of their property. So that when they reach the end 
of the period, they claim there has accrued to them a claim for rental 
value up to that point. Then the interest should be calculated as a 
part of the compensation due from that time on. 

Senator Roserrson. If they were kept busy and they charged you 
the rates that they charged, and collected that money themselves, 
how can they claim that over and above that the Government owes 
them rental value on the trucks? 

Senator Corpon. They admit an offset, do they not, of what they 
received net? 

Mr. Smiru. They claim that the Government took outright for that 
period of time. 

Senator Corpvon. In that event the Government is entitled to the 
gross receipts and pay the operating costs. They are entitled to 
rental only, and the Government has whatever those receipts are as 
an offset. 

Mr. Smiru. Yes. If there are any profits during that period that 
the Government took and turned over to them, I don’t think they raise 
any question but that would be an offset. 

Senator Corpon. Do you people question that basic proposition? 

Mr. Sairu. I don’t. 

Senator Corpon. It seems to me elementarily sound and it becomes 
more than anything else an accounting proposition, Mr. Chairman. 
I have heard all I want to hear. 

Chairman McKe .uar. All right. Any other questions? 

Mr. Carpenvrer. I think I have your point of view. I have been a 
Member of Congress myself, and United States attorney. As far as 
saving money, vou get to the point, how are you going to save and 
are you going to save on interest. If these cases get shoved out of 
here, and fall back into the Court of Claims, or even allowed by 
Congress, the amount of interest is going to be very high. I think we 
are in a position to close these claims in a year or so. I would like to 
complete the job. I think we would like to finish the job and termi- 
nate it the best we can. 

Senator Rospertson. You say you have made all the cuts you can 
make and you still need $124,000 more? 

Mr. O’Hara. That is true. May I say this: I do not know whether 
you want it to go in the record or not, but all the moneys that have 
been appropriated to this Commission since its very inception we have 
returned and covered into the Treasury, or 38 percent of all of our 
appropriations. 

Senator Corpon. I am satisfied. 

Senator Rospertson. I am like the member of the board of super- 
visors who did not understand when he had to pass judgment on the 
cost of the schoolhouse, but when he had to buy two mules he knew 
what it was about. 

Senator Kitcorg. On the rental value on the motor vehicles, is the 
cost of the vehicles taken into consideration? The reason I am asking 
that is that we found during the war that rentals sometimes, in fact 
in a number of cases, we got paid more than three times the new price 
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value of the vehicle that we were still paying rental on. I am wonder- 
ing if any of that type of claim comes up before you? 

Chairman McKe.iar. I do not know. These gentlemen will have 
to answer. 

Senator Kiicore. I was asking the Commissioner. 

Mr. Smirx. We have been trying to arrive at what was the fair 
market rental value at that time. Whether we got all the available 
evidence on that in the first case, we do not know. Whether there is 
going to be more developed in the later cases, we do not know. 

Senator Corpvon. You have competent trial law yers assigned to you 
from the Department of Justice? 

Mr. Smirn. Yes, sir. The rental value we took on trucks was a 
rental per miles, and it happens that the evidence we found most 
satisfactory to us was evidence given by the man who was Federal 
manager of these truck lines during the Government project. 

Mr. O’Hara. And was the Government witness in this trial. 

Senator Corpon. In any event, it is a matter that the courts will 
determine, and you would be bound by that determination, and if you 
have the rest of these cases brought up to that point, you will apply 
that principle, and that will be that. 

Mr. O’Hara. That is true. 

Senator Kiigore. If you will look at the Savannah Shipyard case, 
you will find a scandalous condition on the rental of fleets. 

Mr. Smiru. We had some testimony in that case. 

Senator Kincorr. And also the South Portland Yards in Portland, 
Maine, where the man finally came in with a check and asked how 
much refund we thought we ought to give him, where they doubled 
up on rentals. 

Mr. Carpenter. I think we have gained a lot. We have passed 
on cases amounting to approximately $2,500,000. 

Chairman McKetiar. But we have no results. If you were wiped 
out today, we are in exactly the same position as when you came in 
2 years ago. 

Senator Corpon. If they have done what they say they have 
done, they have tried the cases, gathered the evidence, they have a 
trial record complete on a number of cases, if I understand—how 
many? 

Mr. Situ. We have got into the record on 47 cases. 

Mr. CarPenterR. But they are almost complete in nine cases. 

Senator KriGore. One question there: In this object classification, 
the budget estimate was 15 positions, and you have average number 
of employees, 4. In other words, that contemplated 15 positions 
with only 4 people on an average employed ; is that right? 

Mr. Surra. I think that is in the original estimate, Senator, which 
applied only to the first 2% months oF the fiscal year. That short 
period was what, according to the budget methods of handling, brought 
the average down. 

Senator Kiitgore. That is what I wanted clear. As I understand, 
you have only been in operation a short time under that, and that 4 
average acm, Be of employees was because you had 15 working but 


only for a short period of time. 
Mr. Sarrn. That is right. 
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PERSONNEL REQUESTED 


Senator Kitcore. In this revised estimate you are asking for 16 
people to be working full time. 

Mr. Smiru. That is right. 

Chairman McKetiar. Gentlemen, I used to try lawsuits, and I 
know something about them. I have tried more than 1,200 lawsuits 
in 1 year. I cannot understand why it is taking so long. Do you 
have anything further to say? If not, we are very much obliged 
to you. 

Mr. O’Hara. Thank you. 


TREASURY DEPARTMENT 
BuReEAU OF THE Pustic Dest 


STATEMENTS OF JOHN S. GRAHAM, ASSISTANT SECRETARY OF 
THE TREASURY; VERNON L. CLARK, NATIONAL DIRECTOR, 
UNITED STATES SAVINGS BONDS DIVISION; BILL McDONALD, 
EXECUTIVE OFFICER, UNITED STATES SAVING BONDS DIVI- 
SION; AND W. L. JOHNSON, DEPARTMENTAL BUDGET OFFICER 


UNITED STATES SAVINGS BONDS DIVISION 
AMOUNT REQUESTED 


Chairman McKe.uar. Will you proceed, please, Mr. Graham? 

Mr. Granam. Mr. Chairman, I have here a letter which the 
Secretary asked me to deliver to you, please. 

Chairman McKexiar. Thank you, sir. 

This item appears on page 5, ‘‘Amount of administering the public 
debt, $2,000,000,”’ and the House allowed you only $400,000. Will 
you tell us what the trouble is? 

Mr. Grauam. Mr. Chairman, we would like to request the full 
restoration of the $2,000,000. I have here a rather lengthy—— 

Chairman McKetiar. I am mistaken on that. The House did 
not allow anything. 

Mr. Granam. That is right. We would like to ask, sir, for the 
full restoration of the $2,000,000. 1 have here a rather lengthy 
statement which, if it meets with the approval of the committee, | 
will submit for the record. 

Chairman McKe iar. Suppose you put it in the record and tell 
us about the high lights. 

(The statement referred to is as follows:) 


STATEMENT OF Joun S. GrRauaM, ASSISTANT SECRETARY OF THE TREASURY 


Mr. Chairman and members of the Senate Committee on Appropriations, I 
appreciate the opportunity of appearing before your committee today in order 
to give you full information with respect to the Treasury’s request for funds to 
promote the sale of United States savings bonds. The Secretary of the Treasury 
has asked me to express to this committee his regret that the House committee 
believed that an adequate presentation of the savings-bond program was not 
made before the House Subcommittee on Appropriations when hearings. were 








SUPPLEMENTAL APPROPRIATIONS FOR 1952 439 


held a few months ago. With the permission of your committee, it is my inten- 
tion to present today a comprehensive picture of the savings-bond program. [| 
should like to describe first the fundamental nature of the program—where it is 
today, how it got there, what we are trying to do in the line of promotion, and 
what we expect to aeeomplish in the period immediately ahead. With this pic- 
ture before you, I believe that we will be able to present in concrete terms the 
relation between the Treasury’s accomplishments in the savings-bond program 
and the amount of funds which we are requesting for carrying on that program. 

You will note that I referred to the Treasury’s part in the savings-bond pro- 
gram. Departmental operations represent a part—and a most important part— 
of savings-bond promotion. But the program itself has grown far beyond the 
dimensions of a strictly Government activity. At one time, when we were just 
starting out to sell savings bonds to the people of the country, the program was 
thought of as one which would be carried on primarily through the operations of 
a paid staff. It is ne longer such a program. The Government lost title to it 
long ago, back in the early part of the war. Savings bonds have become a pro- 
gram of the American people; and the people of this country have taken over 
that program and made it their own. 

Today, savings bonds are the foundation of a thrift program which is being 
actively pursued by millions of American families. And the success of savings- 
bond promotion can be attributed to the fact that the savings-bond program is 
largely a volunteer operation. The Treasury has a small paid staff which makes 
up its Savings Bonds Division. But the members of this staff do not physically 
sell savings bonds. Their primary function is to recruit, stimulate, coordinate, 
guide, and service the tens of thousands of volunteers who run this program in 
every county, city, and town in this country. 

The volunteers are the heart and core of the savings-bond program. They 
want to sell savings bonds. They like to sell savings bonds. But the Treasury 
has to persuade them to leave their busy daily tasks to take time out for the bond 
program. They ask the Treasury in return, first, to supply them with the 
necessary materials for presenting the facts; and, second, to follow up the leads 
which they have provided. They ask us to go‘into the doors that they have 
opened and do a service job so that the people who are selling the bonds have the 
material which they need, when they need it, and are not bogged down by a 
host of administrative activities. 

The services which they ask of us are small in comparison with the magnitude 
of the voluntary operations. But these services are essential. We cannot get 
the full benefit of the enthusiasm and effort which our volunteer salesmen are 
putting into the savings-bond program unless we are able to provide technical 
and administrative assistance when that is required. 

We must also provide the organizational work. All sales are actually consum- 
mated at grass-roots level, many in the towns and rural areas of each county. 
Our personnel must do the sales-planning work at these grass-roots levels with 
our volunteer committees. There are over 3,000 counties. Thus far, we have 
not had sufficient personnel to do a good sales-organization and sales-planning 
job in every county. Our work has necessarily been limited to a relatively few 
key counties, and in these areas the volunteers have accomplished an outstanding 
promotion job. 

I should like to return to this point later and explain by means of some specific 
examples exactly what our volunteer workers are accomplishing, and where the 
assistance of the Treasury enters into the picture. But, with your permission, 
I should like to give you first some of the basic background material relating to 
our present savings-bond sales program. We have put some of this material into 
chart form, in order to assist you in making a quick review of the most important 
over-all figures. ‘ 

The first chart to be presented before vour committee, and which I should like 
to insert in the record, covers the E-bond picture since war financing ended. 
(Chart No. I follows.) 
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Chart 1 shows that today there are $4 billion more in E bonds outstanding 
than there were 5 years ago. The E-bond figure is $34% billion as of June 30, 
1951. It was $34% billion on June 30, 1950, at the time the Korean crisis started. 
The figure was $30.4 billion 5 years ago, after all the money from wartime financ- 
ing had come into the Treasury. 

As you know, many people thought that the popularity of savings bonds would 
diminish after the war period. It was said many times that with the end of the 
war a large part of the savings bonds purchased by the people of this country 
would be liquidated. But things did not work out that way—and this was a 
— to everybody, including, I might say, many of us in the Treasury. 

think we need to remember those former predictions and expectations to 
appreciate the real job which has been accomplished by our volunteer program 
since the end of the war. 

It is true that since the war many people have cashed some of their savings 
bonds. It is true that many people have cashed all of their savings bonds. 
But the single most important fact relating to the savings-bond program is the 
one brought out in chart 1—the fact that the volume of series E savings bonds 
outstanding today in the hands of the American people is within a few millions 
of the all-time peak. 

We need not be distressed or alarmed because some of the people who bought 
savings bonds have cashed them. Why did they buy them in the first place? 
They bought them to have money to use when the proper time came. It was 
part of the savings-bond program to put money away during the war when things 
were in short supply to be able to buy things when they were available. It was 
part of the program to build up liquid savings; and our efforts during the war 
days helped in building up a tremendous backlog of such savings—some $200 
billion at the present time, a figure unprecedented in our entire financial history. 

Now, let us see what purpose these savings served. During the war, they 
served three purposes of overwhelming importance: the purpose of supplying 
dollars to help the war effort, the purpose of curbing inflation by taking dollars 
out of the spending stream and saving them for some future day, and the purpose 
of fulfilling a patriotic urge and desire to be a part of the whole war effort. 

Those were the wartime purposes, and it would be impossible to overemphasize 
their importance. But the end result was of even broader scope and significance. 
After the war, the savings-bond program gave the people of this country a tre- 
mendous backlog of purchasing power. It gave them courage to spend their 
current income because they had that backlog of savings which was reassuring 
to them. And it was the steady course of consumer buying, as you know, which 
provided the necessary condition for continued business activity at a high level 
during the postwar period. It provided the necessary basis for business con- 
fidence. Many people spent their current purchasing power and they kept their 
liquid assets; and today, as the figures on the chart make clear, their investment 
in E bonds is at peak levels. 

The second chart that I should like to insert in the record analyzes the savings- 
bond sales and redemption trends, (Chart No. 2 follows.) 
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Chart 2 is particularly useful as a background for interpreting our recent 
experience in these respects. The E-bond sales figures for the past 5 years are 
shown in the left-hand side of the chart, at the bottom. Included, also, are F 
and G sales and the cash accruals. These accruals of interest, as you know, 
apply primarily to F bonds. 

he chart shows that. E-bond sales in the fiscal year 1951 amounted to $3.3 
billion, as compared with $4 billion in 1950, and something over $4 billion in 
previous years. The decline in sales during the fiscal vear 1951 can be attributed 
in large part to the waves of scare buying that took place in this country during 
the past year—after the Korean crisis indicated to people that a wide variety of 
goods, particularly of the durable type, might be short in the period immediately 
ahead. Notwithstanding the economic atmosphere of the country, however, 
E-bond sales at issued price continued in reasonably large volume, although the 
amount sold was off about 18 percent as compared with the previous year. 
Reflecting the same situation, E-bond redemptions—as you will note in the 
right-hand chart—increased in the fiscal year 1951. They were up about 20 
percent as compared with the fiscal vear 1950. Nevertheless, the accruals— 
that is, the interest earned on outstanding E bonds which fundamentally repre- 
sents the automatic reinvestment of earnings becoming available to E-bond 
owners—were in such magnitudes that the E-bond volume outstanding remained 
constant. 

Over a billion dollars of interest accrued on the outstanding E bonds during the 
fiscal year 1951. People could have used this money if they had cashed some of 
their bonds, but they did not. They left it in savings bonds, and this hfs per- 
mitted total E bonds to remain within a few millions of the all-time peak in our 
history. 

The decline in savings-bond sales-—-relatively smell though it is—bothered us 
nevertheless. And in the Treasury we examined the sales and redemption figures 
in rather considerable detail to find out why it was that sales were declining—and 
to find out what, if anything, we could do about it. The result of our investigations 
emphasized again the fundamental nature of the savings-bond program—a 
program for selling thrift primarily to the small investors. The relevant figures are 
shown in chart 3, which I should like to insert in the record at this point. (Chart 
No. 3 follows.) . 
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As chart 3 makes abundantly clear, the reduction in sales took place primarily 
in the large denominations. Large denomination sales—those of over $100— 
were off 15 percent in the first half of 1950. They were off 36 percent in the first 
half of 1951. Purchasers of large-denomination E bonds—we found upon investi- 
gation—had many other alternative opportunities to invest their money. Some of 
their money went into durable goods and into houses. Some of it went into corpo- 
rate bonds and stocks, and municipal bonds—investments which were far more 
plentiful beginning in 1949 than they were in previous years. 

Sales of small-denomination bonds—that is, $100 and under—on the other 
hand, held nearly level. They were off 1 percent in the first half of 1950 and 4 
percent in the second half of 1950; but they were up 1 percent in the first half 
of 1951. 

Analysis of the figures, therefore, makes it clear that we have kept our small- 
denomination purchasers. Why? We have kept them because they were the pur- 
chasers to whom we have addressed most of our efforts during the past few years. 
They are the purchasers to whom we wish to address our efforts in the period ahead. 
There are millions of those purchasers. They are the purchasers that we want in 
this program. They are the purchasers we have primarily in mind when we talk 
about thrift. They are the purchasers we mean when we talk about anti-infla- 
tionary activities. They involve the mass of the people of the country. The 
buying of the relatively few—of the more prosperous individuals—is not the 
buying that provides the demand for 5 or 6 million new ears each year, for 10 
million television sets in the past few years, for the hundreds of thousands of 
homes in the under-$10,000 purchase-price area, or the millions of refrigerators, 
vacuum cleaners, and other durable goods that are competing for strategic mate- 
rials in this period of defense activity. One of the great strengths of the American 
economy during peacetime periods is the mass market which it provides for the 
products of American industry; and it is this market which can and must be the 
primary target ef the savings-bond program, now that defense output must take 
priority in the utilization of our resources. 

Our major objective, therefore—in the future as in the past—must be to pro- 
mote the sales of savings bonds to small purchasers. Our analysis of the situation 
in the Treasury, however, indicates that we still have a large market. This is 
made clear by the figures on our payroll-savings activity, the activity that is 
designed to accommodate the small buyers at the point where they receive their 
pay—that is, the pay window. 

“he payroll-savings plan is an important method of promotion in a program 
for selling bonds to small investors. During the war it had tremendous success. 
We sold more than $20 billion of savings bonds under the payroll-savings plan 
between 1942 and 1946. At the peak we had 27 million people putting $20 in 
cash a month, on the average, in savings bonds under the payroll-savings plan. 
During the war the payroll-savings sales volume ran to $300 million or $400 
million a month, every month. Extra bonds were bought during the drives, 
but the payroll-savings program was the underlying activity. 

After the war, deductions dropped off. They reached a low of about $30 
million a month, as shown in chart 4, which I should like to insert in the record. 
(Chart No. 4 follows.) 
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Today deductions stand at about $115 million. At the present time, between 
5 and 6 million people employed in thousands of companies are buying savings 
bonds under the payroll savings plan. e 

There is one feature of the chart on payroll deductions to which I should like to 
invite your attention particularly, since it has a direct bearing on our current re- 

uest for appropriations for savings bond promotion. You will note in the chart 
that total deductions for bond purchases have moved steadily upward during the 
past year and one-half, despite the waves of scare buying which have accompanied 
the Korean crisis and which undoubtedly affected the individual investment plans 
of many of our citizens, 

This upward trend of payroll deductions during a period of uncertainty in our 
national life is a notable achievement. It is an achievement of which the many 
thousands of volunteers who have been working to promote the payroll deduction 
plan can be justly proud. But it has not happened automatically. Our expe- 
rience is that we can increase participation in the payroll savings plan only by work 
ing at it. We are proud of the recent record; but we know that the results so far 
achieved can be tremendously enlarged by means of greater effort. Our volun- 
teers are ready and willing—but they must, of course, be able to secure the mate- 
rials and assistance necessary for bringing their efforts to fruition—at the time when 
these are needed. 

At this point, I should like to take a moment or two in order to give you some 
specific examples from our experience on how our payroll deduction plan is work- 
ing, and how the services of the Treasury mesh in with the efforts of our volun- 
teers to promote this program. 

To begin with, in order to sell savings bonds to a large number of people em- 
ployed by a large company, it is necessary to get the president and the senior 
officers of that company enthusiastic about the program. In order to get the 
right opening—in order to get the program off to the right start—we have availed 
ourselves of the services offered by some of the outstanding industrialists of this 
country—people who can open doors for us in every industry, in every State, in 
every company of the country. They work actively and constantly on our pro- 
gram and spend hundreds of hours carrying a major share of our work. I refer 
to such outstanding persons as Martin Clement, chairman of the board of the 
Pennsylvania Railroad; Corodon Fuller, vice president of the Foxboro Co.; 
John Collyer, president of the B. F. Goodrich Co.; Meyer Kestnbaum, president 
of Hart, Schaffner & Marx; Lewis Tierney, president of the Tierney Coal Co.; 
Albert Bradley, executive vice president of General Motors; James Nance, 
president of Hotpoint; Clarence Francis, chairman of General Foods; and other 
men of similar responsibility and integrity in industry. 

Let me tell you what these people do for the defense bond program. Take Mr. 
Martin Clement as an example. In his spare time—though he might dispute 
that particular phrase—he is chairman of our payroll savings advisory committee. 
We wanted to sell bonds to the people on the railroads. He called up a couple 
of dozen leaders in that industry. He opened the door to practically every rail- 
road in the country. Within a day or two, for example, Mr. Clement called 
executives of 14 railroads. He told them we would have people come immediately 
with sales materials, methods, and assistance to help them put payroll savings 
operations in action in each of their railroads. Today ee every railroad 
in the country is operating a payroll savings plan. his wasn’t easy. Some 
difficulties developed in a railroad up in New England. The accounting problems 
were overwhelming. They took the matter up with Mr. Clement. We sent 
our ee on those matters up there. In a couple of days he and the railroad 
people worked out a procedure which licked those accounting problems and that 
railroad is doing a substantial job on payroll savings today. 

We proposed to Mr. Clement that the steel industry was ready for payroll 
savings operation. Mr. Clement called all of the outstanding leaders in the steel 
industry. He sold them the savings bond program. He told them that the 
Treasury Department would provide materials, personnel, and procedures that 
would help these companies whenever they needed it. 

We followed up and received Mr. Clement’s calls. It took many man-hours to 
do this. That was our job, and we carried through on it. We had only a handful 
of people for this particular phase of the savings bond activity. But we assigned 
this handful to follow up on Mr. Clement’s calls. The results were amazing. 
National Tube, one of the larger companies, in a period of a few weeks raised 
participation in the payroll savings plan from 28 to 80 percent of employees. 
Other companies had similar results. 
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Mr. Clement went into other industries and did the same thorough job. He 
called the responsible officials. In the meat-packing industry he called the leaders 
together at lunch. He paid for that lunch out of his own pocket. Our job was 
to ater him up. We have tried to do that, and we have had some gratifying 
results. ; 

During a recent payroll savings promotion at General Motors in Michigan, for 
example, the company added some 106,000 new savers to the program, making a 
grand total of 229,000 emplovees participating. Carnegie-Illinois in Pennsylvania 
queens their participation from 19 to 77 percent, adding 59,000 new savers. 

irestone out in Ohio shows better than 80 percent participation today, as com- 
pared with 20 to 30 percent participation before Mr. Collyer got together with 
them. Out in California, Columbia Steel and Consolidated Western Steel have 
increased their firms’ participation from less than 10 percent to 85 percent, total- 
ing 11,500 new savers. 

Nor have such solid accomplishments been limited to only the largest of our 
industrial firms. Hotpoint, out in Illinois, shows a 96-percent participation 
today, as compared with a 9-percent participation prior to their drive, adding a 
contribution of more than 6,000 new savers. Newman Cotton Mills, down in 
Georgia, has a 93-percent participation. Oklahoma, California, Michigan, and 
New York have firms which have jumped from no plan at all to over 80 percent 
participation as a result of an aggressive campaign conducted by the employees 
of the company itself, with the cooperation of the members of our small paid staff. 

I should like to point out in this connection that many of the industrial, com- 
mercial, and mercantile firms of this country do more than promote the sale of 
savings bonds in their own companies; they go out and do part of the sales job to 
the general public. For example, on next Saturday afternoon, September 1, 
The Columbus Dispatch of Columbus, Ohio, will carry a full-page advertisement 
announcing that a series of vital messages on savings bonds—one each week for 
52 weeks—will be brought to the people of Columbus and a 12-county surround- 
ing area. These will be paid for voluntarily by 194 of Columbus’ companies, 
industries, and organizations with the objective of telling the people of central 
Ohio “how you can and why you should keep your armor and your dollars strong— 
by purchasing United States savings bonds regularly.” 

I go over these matters with you to indicate that a job can be done if we have 
sufficient employees to follow through on the work that has been undertaken by 
our volunteers. When a president of a substantial company such as Hotpoint 
calls us up and tells us he wants to do a job in his company, he needs help right 
away—not next week or next month or 6 months from now. He needs materials, 
supplies, and, above all, he needs some ideas gleaned from the experience of other 
companies. He doesn’t want to waste time experimenting. If certain sales 
approaches have failed constantly, he wants to know about them and avoid them. 
If certain sales devices are helpful or have a high degree of success, he wants to 
know about them, too, even though they may not be directly applicable to the 
situation he has at hand. 

I should like to make clear to this committee that the activities that have been 
stimulated by Mr. Clement and the other industrialists are cooperative efforts 
worked out together by management and labor. From national headquarters 
down to the local shop representative, labor has been and is now for the savings 
bond program as a promoter of thrift. The automatic feature of the payroll plan 
is especially appealing to labor, particularly to the leaders at all levels who appre- 
ciate the fact that most wage earners find it difficult to save from take-home pay. 

I think it is important for the members of this committee to note that half of the 
time of the Savings Bonds Division, half of the personnel, half of the appropria- 
tions for personnel, travel, materials, etc., apply to the payroll savings plan. 
The proposal for 1952 is that we have 764 average paid positions; that is, staff 
members to work with and service the volunteers. Of these, 403 are contact 
people; the rest are clerks, stenographers, and such overhead personnel as are 
required. Approximately one-half of this number are engaged in payroll savings 
activities. The remainder devote their time to the bond-a-month plan, farm 
savings, and other promotional activities. 

In the year just closed, we have had fewer people to do the job than we propose 
for 1952. As a result, our activities were held down. We could contact only a 
relatively few firms and industries. A sales job was done in the steel industry, 
the railroad industry, the glass industry, and one or two others. But, as I have 
said, big opportunities lie ahead. There are tremendous industries waiting to be 
tapped. Thrift is in the hearts and minds of millions of people. Savings can be 
stimulated. I need only to mention the defense industries paying exceptionally 
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good wages where our program ought to be in operation—the aviation industry, 
the shipbuilding industry, electronics, machine tools, electrical equipment. There 
are fertile fields yet to be tilled. The proposed appropriation which we are sub- 
mitting to you is for the purpose of stimulating volunteers, permitting us to make 
it possible for a sales job to be done. 

efore leaving the subject of payroll savings in the large industrial companies 
of the country, I might mention to the committee that many of these companies, 
in order to carry on a successful sales campaign, have themselves prepared exten- 
sive sales-promotion material to help the volunteer salesmen do the job out in 
the shop. I have examples of such material here with me today from some of 
the leading companies, such as Ford Motor and Carnegie-Illinois Steel. 

I have examples also of sales-promotion material prepared for the Treasury 
for wide use throughout the country for sales-promotion purposes. This material 
is prepared, as you probably know, under the direction of the Advertising Council. 
For a number of years, the New York firm of Young & Rubicam, one of the top 
agencies, prepared, at the request of the council, the Treasury’s savings bond 
general newspaper and magazine advertising material. When they terminated 
supervision of our account recently, commercial promotion people figured that the 
charge te a private advertiser for the various types of work done for us free of 
charge would have been about $40 million. 

This year, Treasury advertising material for newspapers and magazines is being 
prepared free of charge by the Chicago firm of Foote, Cone & Belding, another 
leading firm. Radio network programs are prepared by Dancer, Fitzgerald & 
Sample. Other radio material is by Schwimmer & Scott. Farm publication 
material is prepared by J. Walter Thompson. As you can see, the Treasury has 
been able to persuade America’s top talent in the advertising field to prepare its 
advertising—and free of charge. We aim fora quality product; and the people 
in the business see that we get it. Our advisory committees in the newspaper 
field and in the magazine field are composed of top men only. They make no 
compromise when it comes to the quality of material that we use. 

I should like to turn for a moment now to another sales activity which is 
spreading rapidly across the country—an activity which aims at the 2% million 
small companies and which avails itself of the payroll savings plan as its primary 
mechanism. I refer to the Flag City promotion which got under way this spring, 
and which will take on increasing importance during the fiscal year 1952. 

A Flag City promotion is designed to get a large percentage of all the firms of 
a city or town signed up on the payroll savings plan. To eee as a Flag City, 
either 80 percent of all the firms or a sufficient number of firms to account for 
80 percent of the total working population must be enrolled in the payroll savings 
plan. 
| This is ideally suited for the smaller towns. I wish we could claim credit for 
the Flag City idea. It was developed at Las Cruces, N. Mex. by a couple of 
energetic, progressive businessmen who had visualized what could be done to 
sell thrift to their fellow townspeople through the payroll savings plan. A few 
months ago, the citizens of Las Cruces, in a period of 30 days placed the payroll 
savings plan in 93% percent of the firms in town, both large and small. The 
vast proportion of the time-consuming work—TI need hardly note—was volun- 
tary; assistance from the Treasury, necessary as it was, represented only a small 
part of the total effort expended. 

The motivating spirit of this activity was a certified public accountant. He 
had never been active previously in the savings bond program. But he thought 
this a great opportunity to be of service to his fellow citizens. He and his fellow 
townspeople—working mainly through service, fraternal, veterans, and women’s 
organizations—did the job. The idea took hold in many other cities and towns. 
At the present time, 40 have qualified for the Treasury flag. Their very names 
represent a profile of America—Las Cruces, N. Mex.; Kewanee, IIll.; Salem, 
Oreg.; Oak Ridge, Tenn.; Rochester, N. Y.; Weirton, W. Va. There is even a 
Flag County—Faulkner County, Ark. " 

Hundreds of other cities have heard of the success of the Flag City promotion 
idea. Two hundred cities and towns have already committed themselves to this 
program. At this rate, we believe there will be Flag City promotions in 500 
cities and towns by Christmas, and probably 1,000 cities and towns by this time 
next year. 

Here again, the problem for savings bond promotion is the same. There is 
the volunteer who will be the spearhead of the campaign. He and his associates 
will sell the bonds to his fellow townsmen, to his fellow employees. Our job is 
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to service him; to provide him, at the right time, with the materials, supplies, 
and the other things that are needed to carry on a successful sales campaign. 

Before leaving promotion activities for savings bonds, I should like to say a 
word about some of the other activities that we are carrying on in this area today. 
Take sales to farmers. Farmers, as you know, own $5 billion of United States 
savings bonds. That is a big figure. It is about equivalent to the total net 
income to farmers from all farming operations just 10 years ago. We maintain 
contact with farmers and farm groups throughout the country. We have farmers 
who take time out from their ordinary activities to make farm-to-farm personal 
calls to sell savings bonds to their neighbors. It happens all over the country, 
not just in one or two States. We provide the local man with the materials and 
supplies. He does and has been doing the physical sales job throughout the 
country. 

Another important area of activity is the job that is being done in the schools. 
Millions of school children throughout the country study about savings bonds 
and savings stamps in their ordinary grammar-school classes. ._Every month we 
sell more than 6 million separate United States savings stamps, primarily to 
school children. They learn something about savings bonds and stamps in the 

rocess. More important, it seems to me, they learn something about thrift. 
f they redeemed every stamp they bought to buy bicycles or roller skates, they 
would still learn something about the value of puttjng money away in small 
amounts in order to buy something which may be wan ted in the future. 

The bonds and stamps that have been sold by the newsboys of the country 
is in itself a dramatic story. Newsboys are future businessmen; stalwarts in the 
private-enterprise system. We know that through this program they have 
learned something about thrift. Our job is to make it possible for them to do a 
sales job. I should like to see it made possible more often. 

I hardly need to point out to you that the habit of thrift carried on through 
ood times and bad times has played a vital role in our national development. 
he doctrine of “save and invest”? has governed the growth of our industrial 

system and made possible the tremendous productive capacity of our Nation— 
which today is the strongest barrier in the world against Communist aggression. 
Savings have made our economy the most dynamic in the history of civilization. 
They have made our country a better land in which to live. They have made 
our Nation a nation of farm and homes owners, of life insurance policy holders, 
of savings account owners. They have enabled us to realize the full benefits 
from the vast resources—both human and material—with which our Nation is 
endowed. 

The fundamental job of the savings bond program, let me repeat, gentlemen, is 
to promote the habit of thrift. The job of the small paid staff of the United 
States Savings Bonds Division is to activate and then service the tens of thousands 
of volunteers that want to be a part of this program. We have, as I have said, 
submitted a budget request that will permit us to employ 764 people during the 
fiscal year 1952. We think those people can increase participation in the payroll 
savings plan very substantially. here are 5 or 6 million people on that plan now. 
We would like to run it up to the neighborhood of 10 million. We think we can 
do it. We may not be able to sell as many of the larger denominations as we 
would like to. We know this. Purchasers of such denominations have other 
investment opportunities, and it may be some time before we can interest them 
substantially in savings bonds. We also expect redemptions; but we feel that 
redemptions are part of the lifeblood of the program. 

In this connection, I believe that you will be interested in some comparisons 
between savings bond redemptions and what might be called the turn-over rate 
with respect to other types of savings, such as mutual savings accounts, savings 
and loan accounts, and postal-savings accounts. The figures are summarized in 
chart 5 which I should like to present to you now, and insert in the record. 
(Chart No. 5 follows.) 
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Chart 5 compares the monthly average redemption of series EF bonds with the 
monthly average withdrawals from savings banks, savings and loan associations, 
and the Postal Savings System. The series E bond redemption figures which you 
will observe at the left-hand side of the chart run about 1 percent a month, 
mutual savings and saving and loan withdrawals run about 2 percent, and the 
Postal Savings figures are between 2 and 3 percent. The figures for savings 
accounts in commercial banks are not in the chart. From such information as 
we have on those accounts, it appears that their withdrawals run about 4 percent 
per month. A recent survey of the shares of mutual investment trusts indicates 
that their redemptions run at the rate of 5 percent per month in the first year. 
Savings bonds, we feel, stand up well in this comparison. 

There is one other aspect of our experience with investments in savings bonds 
which I believe will be interesting and helpful to you in your consideration of the 
program as a whole. Many people have the impression that most savings bonds 
are cashed within a short time. Analysis of the figures, however, indicates that 
savings bonds are outstanding a longer period of time than is generally realized. 
This is shown in chart 6 which I should like to present and insert in the record. 

(Chart No. 6 faces this page.) 

We have shown in chart 6 the average life of series A to E savings bonds from 
the time of issuance to the time of redemption. The chart indicates, therefore, 
just how long savings bonds are outstanding on the average. The chart has been 
prepared with estimates for all series issued up through 1950, since our experience 
is that after savings bonds have been outstanding for a short period of time, 
redemptions follow a familiar pattern and can therefore be projected very easily 
into the future. 

Series A to D savings bonds issued from 1935 to 1941 were outstanding on the 
average between 73% and 8% years. The first series of E bonds issued in 1941 also 
followed much the same pattern. During the war the average life of E bonds 
declined, as we sold more and more of our bonds to people in our defense industries 
and Armed Forces who had to cash them after the war. The lowest point was 
reached in the 1945 series which is estimated will be outstanding about 5 years on 
the average. The estimated average life has risen somewhat since the wartime 
series, however; and for all series of E bonds together, it appears that, currently, 
the average life may be as much as 5% years. 

In March 1951, as you know, the Secretary with the approval of Congress 
offered holders of maturing E bonds the privilege—if they did not want their cash 
right away—of extending E bonds up to a period of another 10 years. On the 
assumption that better than half of the bonds will be extended, it has been cal- 
culated that the result of that extension will be to raise the average life of E bonds 
sold from 5% years of approximately 7% years. 

I have brought together these facts, and presented them in some detail, because 
I feel that they are all directly related to the proposition being considered by this 
committee today. The E bond program is a thrift program. It must be promoted 
by volunteers across the length and breadth of our country. It should, in our 
opinion, be promoted in peacetime as well as in periods such as the present. It 
should be promoted regardless of whether the Treasury is operating at a surplus 
or a deficit. Its suecess cannot be measured solely in terms of the dollar volume of 
sales or redemptions. 

The savings bond program should, in our opinion, always be serviced by a staff 
held to the very minimum. That was our feeling during the war; that is our feeling 
now. At the peak of war finance activity in 1944, we had 2,250 people on the 
paid staff. They had a big job to do at that time. In view of the present economic 
conditions and international préssures, there is still a big job to do. We have to 
sell a lot of saving bonds in the period immediately ahead. We think that a staff 
involving 764 average positions during the fiscal year 1952, as set forth in our 
proposals to this committee, can do the job. This is an increase of over 200 
employees over those on the rolls on January 1, 1951. The need for the sale of 
savings bonds grew last winter, and a somewhat larger number was needed to 
carry on the work that we were doing. Most of these people are, therefore, already 
on the rolls as originally authorized by the House committee, and are doing a sales 
contact job throughout the country. We are requesting this committee, therefore, 
to reinstate the $2 million cut from this program by the House committee, and to 
permit the program outlined here today to be put into full and effective operation. 
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LETTER FROM SECRETARY OF THE TREASURY 


Mr. Granam. As far as the highlights are concerned, if we turn to 
page 5 of the justification, which consists of two or three pages here, 
it will give the highlights of the whole program. If I ak read that, 
in the interest of economy of time, it would bring you up to date. 

Chairman McKe war. All right, sir. At this point I want to insert 
the letter from the Secretary of the Treasury, Mr. Snyder. 

(The letter referred to is as follows: ) 

SepTeMBER 5, 1951. 
Hon. Kenneto McKE.iar, 


Chairman, Senate Committee on Appropriations, 
United States Senate, Washington, D. C. 


My Dear Mr. CuarrMan: This letter will serve to confirm the views ex- 
pressed to you on the telephone today concerning the urgency of the need for the 
supplemental funds requested for the United States savings bonds program in 
1952 now pending before your committee. As I indicated to you these funds are 
intended to project an expansion of the savings bonds sales promotion activities. 
The program of expansion indicated in the request was denied by the House and 
it is a matter of serious concern to me that we apparently failed to make the 
situation clear. 

The United States Savings Bonds Division plays a vital role in the savings 
bond program. Under present circumstances its activities must be expanded and 
strengthened if it is to be made an effective and vigorous force in the fight against 
steadily increasing inflationary pressures. 

Because of the seriousness with which I view the situation, Iam asking Mr. John 
8S. Graham, Assistant Secretary, to appear before your committee at such time as 
may be convenient with you and the committee in order to present my views in 
detail and to assist your committee in the further examination of this request. 

Sincerely, 
Joun .W. SNYDER, 
Secretary of the Treasury. 


PROMOTION OF SAVINGS BOND PROGRAM 


Mr. Granam. Thank you, sir. Today savings bonds are the foun- 
dation of a thrift program which is being actively pursued by millions 
of American families. The success of savings bond promotion can be 
attributed to the fact that the savings bond program is largely a vol. 
unteer operation. The primary function of the Treasury staff which 
makes up the Savings Bonds Division is to recruit, stimulate, coordi- 
nate, guide, and service the tens of thousands of volunteers who run 
this program in every county, city, and town in the country. 

These services are essential. We cannot get the full benefit of the 
enthusiasm and effort of our volunteer salesmen unless we are able to 
provide the service that is required and the organizational work. All 
sales are actually consummated at grass root level. There are over 
3,000 counties, and there has not been sufficient personnel to do an 
organization and sales planning job in every county. This work has 
necessarily been limited to relatively few key counties; and in these 
areas, the volunteers have accomplished an outstanding promotion 
job. 
The major objective of the savings bond program—now as in the 

ast—is to promote the sale of savings bonds to small purchasers. 
The payroll savings plan is an important method of promotion in a 
program for selling bonds to small investors. Half of the time of the 
Savings Bond Division, half of the personnel, half of the appropria- 
tions for personnel, travel, materials, et cetera, apply to the payroll 
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savings plan. The remainder is devoted to the bond-a-month plan, 
farm savings, and other promotion activities. 

Sales of savings bonds on the payroll savings plan requires hard 
work and intensive effort, both on the part of the paid personnel of 
the Treasury and, more important, on the part of the volunteers. 
Outstanding results have itamel concentrated efforts in promoting 
the plan in the steel, glass, and railroad industries. National Tube, 
one of the large steel companies, raised participation in the payroll 
savings plan from 28 percent to 80 percent of employees in a few weeks. 

During a recent payroll savings promotion at General Motors in 
Michigan, for example, the company added some 106,000 new savers 
to the program, making a grand total of 229,000 employees partici- 

atin 
Sematos Corvon. That was done by the employers? 

Mr. Granam. With the labor union leaders, sir. It is a cooperative 
program in which both labor and management have taken part. 

Senator Corpon. I cannot differentiate between the two. What I 
am getting at is that it was local effort. 

Mr. Granam. That is correct. 

Senator Corpon. It does not need any money out of the Treasury 
for that. One man that can contact them and get them working is 
all you need. 

Mr. Granam. I think we need more than that, sir. We have to 
go around to help the men who are actually putting on the campaigns. 

Senator Corpon. Is this in the nature of an appeal from the de- 
cision of Congress in your regular appropriation? 

Mr. Granam. No, sir; this is a supplemental appropriation to 
increase the staff that we already had. 

Senator Corpon. Did you ask for money for this purpose in your 
regular appropriation? 

Mr. Grauam. No, sir; this was a supplemental appropriation. 

Senator Corpon. Why did you not ask for it there? There was as 
much necessity for bond sales then as there is now. 

Mr. Graunam. It was not fully apparent last fall, sir, that we would 
need funds for this stepped up promotion and the budget had already 
gone forward. 

Senator Corpon. If it was not apparent to you, sir, I think you 
are the only man connected with the Government that knows any- 
thing about it to whom it was not apparent. 

eas McKe tar. I did not get that, Senator. 

Senator Corpon. The witness said it was not apparent to him last 
year that we needed a bond sales step-up, and if that is the case, he is 
the only man that I know of that is acquainted with the machinery 
and necessities of Government to whom it was not apparent. 

Senator Ropertson. Every month since 1950, the redemption of 
E bonds exceeded the sales of E bonds. 

Mr. Granam. Those are the dollar figures, sir. 

Senator Ropertrson. That is right. 

Mr. Granam. We have had substantial success, as we have indi- 
cated here, with some of the companies in increasing the payroll 
participation. The sales of the smaller bonds, $100 and under, for 
example, have increased substantially the first half of this year com- 

ared with last year. So that as a measure of the product we do 
ave increased participation. 
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Senator Corpvon. You say it was not apparent. I happen to recall 
that last year during the period I returned to Oregon your representa- 
tive of your bond sales in Oregon had his first jump-off meeting of 
employers in that State to get full cooperation in the bond sales pro- 
gram. I happen to know it because I was required to appear at that 
time, and did appear in behalf of the program. 

Mr. Granam. He is a very good man, sir, and we thank you for 
your interest. 

Senator Corpon. That is beside the point. The thing is that you 
were working at that last year and this thing should have been in the 
original appropriation. 

SALES PROMOTION 


Mr. Granam. If I may make just one observation, Mr. Chairman, 
there was increased activity last fall. For example, this Carnegie- 
Illinois Steel promotion took place last October. I have here, for 
example, this booklet which shows the event on October 10, 1950, for 
the program put on by them. I would not like to leave the impression 
that it was not increased. 

Senator Kitcore. Senator Ecton was with me when we went into 
the budget. As I recollect, the House had allowed on this the budget 
estimate, and the subcommittee recommended the budget estimate 
to the full committee. But, at that time, was it not said that you 
were going to have to come back later and ask for a supplemental 
estimate? 

Mr. Granam. That is correct, Senator. 

Senator Kitcorr. Would you please go ahead with that for the 
benefit of Senator Cordon, because we have just been discussing our 
recollection here. 

Mr. Granam. That is correct, sir. 

Senator Kitcorre. Did you indicate at that time how much it 
would cost, because I remember there was considerable discussion 
on it. 

JUSTIFICATION FOR 1951 ADDITIONAL PERSONNEL 


Mr. Granam. That is correct. We received permission from the 
House to use $500,000 of unobligated funds to employ people during 
the fiscal year which would end on June 30, 1951. This is a projection 
of the $500,000, sir, into a full year. That is the way the $2,000,000 
is made up. 

Senator Ropertson. But, Mr. Graham, I understood from your 
statement here that in February of this year you stated that you 
were not at that time asking for any additional funds for this particular 
work because you planned to transfer $600,000, which was later cut 
to $500,000. What we want to know is what has happened since 
February that makes it necessary for $2,000,000, which the House 
in their supplemental bill denied in toto. 

Mr. Granam. This was the $500,000, Senator, that the House gave 
us the approval to place people on the rolls during the last half of the 
fiscal year 1951. 

Senator Rosertson. That was in your regular budget; was it not? 

Mr. Granam. That was a transfer of funds; yes, sir. 

Senator Rosrertson. In your regular budget? 

Mr. Grauam. That is correct. 
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Senator Ropertson. You have that $500,000? 

Mr. Granam. That is correct. 

Senator Rosertson. And you want $2,000,000 more. 

Mr. Granam. To project that $500,000 into a full-year basis. 
The $500,000 allocation expired on June 30, 1951. _ 

Senator Ropertson. When you stated in February that you were 
going to transfer $600,000 from other items in the budget that you 
prepared last fall for this particular work, was it anywhere stated 
that would be only for 2 or 3 months? 

Mr. Grauam. As I recall, Senator, it was stated definitely that was 
for the period up to June 30, 1951, and that we would be in with an 
additional request for funds to project that onto a full-year basis. 

Senator Kircgore. Mr. Chairman, at this point, Mr. Markham 
testified: 

This current budget is designed to keep us in business for the same type of 
operation we have been carrying on for the past 3 or 4 years. It will do just that. 
The Secretary has asked us to expand and get prepared to carry out a larger pro- 
gram soon. 

That testimony was taken in early April, and the budget was made 
up when? 

Mr. Granam. The budget was made up early last fall, sir. 

Senator Kr.gore. Then the question was asked: 


If the Korean situation did not change the plans, 
to which Markham replied: 


With the approval of the House Appropriations Committee, the Secretary gave 
us some additional funds to begin an expansion program. We have asked the 
Bureau of the Budget to consider a supplemental appropriation, and no answer 
has been given yet. 


Mr. Markham said further: 


I do know we will be coming to you for a supplemental request later on when 
that figure is determined. The purpose is to allow us to expand and build up to 
the point where this fall we will be able to take on the necessary job. 

I wanted to point that out for the benefit of the whole committee to 
indicate what was said. 

Mr. Granam. Thank you, sir. 

Chairman McKeg.uar. There is one question that I wanted to ask. 
I have always considered that Treasury bonds were the most desirable 
investment that a person could make, and it was not always easy to 
get those bonds, but I may be mistaken about that. My office force 
got together some time ago and gave me a television set. I was not 
interested in it at the time, but the more I looked at it at night, ° 
especially after being a little ill some time ago, the more I enjoyed 
‘looking at it. I heard all kinds of advertisements of Treasury bonds, 
as though our Government was in the last throes of trouble, that we 
had to sell these bonds or we were going to the bowwows. Does the 
Treasury pay out of this appropriation or any other appropriation for 
that advertising? 

Mr. Granam. That advertising, sir, is prepared for us free. Let me 
give you the names of some of the companies that prepare this radio 
material. They are a very high type group of men 





Chairman McKetrar. If I had had the time, I would have 
contacted the Secretary about it, but I have been so busy with appro- 
priations that I have not had the time. I regard Mr. Snyder as one 
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of the finest men in the country, and he is a fine Secretary. But I 
could not understand why the importunate advertising was going on. 
I do not believe Georgetown beer has much better advertisements 
than the Treasury Department has on the television. Georgetown 
beer is advertised very regularly, but, my heavens, when it comes to 
advertising Treasury bonds, savings bonds, and this and that kind 
of bonds, it looks as though our Government is in dire straits. I 
hope it is not so, and that we are not paying out this kind of money 
directly or indirectly. If you are paying for experts, I would like to 
know the experts. 


PREPARATION OF SALES-PROMOTION MATERIAL 


Mr. Grauam. Mr. Chairman, on page 16 of the prepared statement, 
the first full paragraph, I have examples of sales-promotion material 
prepared for the Treasury, for wide use throughout the country for 
sales-promotion purposes. This material is prepared, as you probably 
know, under the direction of the Advertising Council. 

Chairman McKetuar. I never heard of that. I have been here 
40 years, and this is the first time I have heard of the Advertising 
Council. 

Mr. Grauam. That is a group of independent people generally in 
New York and other cities who donate their services in preparing 
this material. 

Chairman McKe.uar. They get nothing for it at all? 

Mr. Granam. That is right. For a number of years the New 
York firm of Young & Rubicam, one of the top agencies, prepared at 
the request of the council the Treasury savings-bond general news- 
paper and magazine advertising material. When they terminated 
supervision of our account recently, commercial promotion people 
figured that the charge to a private advertiser for the various types 
of work done for us free of charge by Young & Rubicam would have 
been about $40,000,000. 


FREE ADVERTISING 


This year Treasury advertising material for newspapers and maga- 
zines is being prepared free of charge by the Chicago firm of Foote, 
Cone & Belding, another leading firm. Radio network programs 
are prepared by Dancer, Fitzgerald & Sample. Other radio material 
is by Schwimmer & Scott. Farm publication material is prepared 
by J. Walter Thompson & Co. 

* As you’can see, the Treasury has been able to persuade America’s 
top talent in the advertising field to prepare its advertising, and free 
of.charge. We aim for a quality product, and the people in the busi- 
ness see that we get it. i 
' Our advisory committees in the newspaper field and in the magazine 
field are composed of top men only. They make no compromise when 
it comes to the quality of the material we use. 

We have some samples of these materials, which may be interesting. 

Chairman McKetuar. If you have, I would like to see it. To be 
frank with you, I was absolutely astounded to hear it, to think that 
our Treasury Department, which is the greatest financial organization 
in existence, would have to use this amount of advertising. What 
do we pay these top experts. 

Mr. Grauam. They do it for free, Mr. Chairman. 
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PERSONAL SERVICES 


Chairman McKe.tiar. Why do you ask for $2,000,000? If the 
television companies make it hen; and those who prepare it make it 
free, why should we pay out the $2,000,000? Where does that 
$2,000,000 go? 

Mr. Granam. Most of this is going for personal services. 

Chairman McKettar. That is what I want to know. To whom 
does it go? 

Mr. Granam. For the people that we would employ on our staff, 
most of whom would be in the field, to go around to call on the volun- 
teers to get them to open the door for us to call on the president of a 
corporation to give service to the corporation when they are ready 
to put on a campaign. We service the volunteers. 

hairman McKeuxiar. Will you give us the list of those you have 
employed or will employ out of the $2,000,000. 

Mr. Granam. Could I ask Mr. McDonald, the executive officer, 
to answer that particular question on the recruitment? 

Chairman McKe.iar. Yes. It is stated that you employ great 
numbers in the field for the sale of these. Now, who are they? You 
have a list of them in the Treasury Department. I know that with- 
out the slightest doubt. 

Mr. McDona.p. This $2,000,000 supplemental estimate provides 
for 245 additional positions. 

Chairman McKetiar. How many have you now? 

Mr. McDonatp. We have 535 positions in our regular appropria- 
tion. 

Chairman McKetiar. And you want 245 more? 

Mr. McDona.p. That makes a total of 780 positions. 

Chairman McKe.iar. Now, can you give me a list and put it in 
the record? Why should you not? You are working for the Gov- 
ernment. 

Mr. McDona.p. Yes, sir. We will supply it for the record. 

Chairman McKe.uar. You give it to us, please. 

Mr. McDona tp. Yes, sir. 

(An alphabetical listing of all employees on the rolls as of August 31, 
1951, showing grade and salary of each, is on file with the committee.) 


REGULAR APPROPRIATION FOR 1952 


Chairman McKe.uar. Where are the employees? 

Mr. McDonatp. We have an office in every State in the Union. 

Chairman McKet.ar. I should think so. I see this much infor- 
mation here on the justification. Grade 17, ranging from $12,200 to 
$13,000, and the director at $12,335, and so on down. I would like 
for you to give us the names and the salaries of each one, please, sir, 
that are paid out of the $2,000,000. 

Mr. McDona.p. The names, and the salaries, for the record? 

Chairman McKe .uar. Yes, sir, and I would also like to know the 
names of the others, to see who is working for the Government. If 
anybody asked me if the Government of the United States was 
employing people to sell bonds, other than the Treasury Department, 
like it has Gas doing all these years, I would have told them “No’’, 


and I would have made a tremendous mistake. The 535 people, 
what do they cost you? What appropriation did you get from the 
regular bill for the 535? 
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Mr. McDona.p. Our regular appropriation contained $2,700,000 
for personal services. 

Chairman McKe.tar. For advertising? 

Mr. Granam. No, sir; this is for employees. 

Chairman McKe tar. ‘I know, for all the employees you have? 

Mr. Grauam. Yes, sir. 


PERSONNEL 


Chairman McKe uuar. And all of the 535 are not all engaged in 
advertising? 

Mr. Grauam. No, sir. 

Chairman McKe iar. How many are engaged in advertising? 

Mr. McDona vp. Fifteen or twenty at the most. 

Chairman McKe.iar. And you want to raise 20 to 265; is that 
the idea? 

Mr. McDona.p. No, sir. 

Chairman McKe.iar. What is the idea? 

Mr. McDonatp. The 245 employees are for the entire organization, 
all phases of the program. Working on the advertising program itself, 
we have a very small staff, consisting of about 15 to 18 people through- 
out the Country. 

Chairman SicKican. When you begin to talk about staffs, we 
have so many staffs in the Government, we have a staff Government 
mighty near. If there is one department of the Government that I 
feel friendly toward personally, it is the Treasury Department, because 
they have been exceedingly pleasant and agreeable always. 

Mr. Granam. Thank you. 

Chairman McKezttar. I do not know what the other Senators have 
to say about it, but I am frank to say that I never heard of the Govern- 
ment advertising the sale of bonds before. 

Senator Kincorr. We threshed that out in the subcommittee and 
that is the reason I would like to ask some questions. I have had, 
Mr. Chairman, two or three meetings with the Advertisers Council. 
They are a sort of civic organization that not only do work free for 
the Treasury, but also for the armed services and the Red Cross and 
various other drives, and the principal service that they do, Mr. Chair- 
man, is to formulate what might be called “slip in a minute’ on some- 
body’s radio advertising program, to boost bonds or the blood bank, 
and the same on television or other media. The advertiser who is 
buying the time or space pays the bill, and they prepare the material. 


ESTIMATED VALUE OF FREE BOND ADVERTISING 


I requested you at one time to have made an estimated value of the 
advertising contributed by the advertisers of America. That is, stores 
like Hecht’s and others, and United States Steel, and everybody else, 
who give space in their newspaper advertising and time on their radio 
and television advertising. Do you have such a table of the esti- 
mated value? 

Mr. McDona.p. Yes, sir. 

Senator Kitcorr. The Research Council told me some time ago 
that such a paper was prepared. I would like to have that put in 
the record, if possible, Mr. Chairman. 

Chairman McKe tar. I would be glad to have it. 
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(The statement referred to is as follows:) 


Estimated value of measurable advertising contributed by the advertisers of America 
and the 5 principal media in support of the United States savings bond program, 
by fiscal years 

[In millions of dollars) 
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PROGRAM ACTIVITIES 


Senator Kitegore. It is not just the Treasury that gets the benefit 
but this is the estimate of what the bond drive gets. 

Now, another question: You do not do so much on the preparation 
of advertising. Is not your force largely a sales force to get in and 
organize bond sales in plants and counties and municipalities, and 
everything like that? That is the major portion of the personnel 
you need? 

Mr. Granam. That is correct. 

Senator Kiicore. In other words, they will follow up the adver- 
tising. The advertising helps promote, but they go on the ground 
and organize the drive. 


VOLUNTARY COOPERATION OF INDUSTRY AND PRIVATE INDIVIDUALS 


Mr. Granam. That is correct, Senator. I have a reference to that. 
I would like to refer to a very energetic and able citizen, Mr. Martin 
Clement, who is chairman of the board of directors of the Pennsyl- 
vania Railroad. Mr. Clement is head of the National Advisory 
Committee to the Secretary with respect to industrial activity, and 
I have used Mr. Clement as an illustration. If you would be kind 
enough to look at page 11 of our prepared statement, if I may read 
that, 1 can illustrate a little bit of what Senator Kilgore mentioned 
a moment ago. 

To begin with, in order to sell savings bonds to a large number of 
people employed by a large company, it is necessary to get the presi- 
dent and senior officers of that company enthusiastic about the 
program. In order to get the right opening, in order to get the 
program off to the right start, we have availed ourselves of the services 
offered by some of the outstanding industrialists in this country, 
people who can open doors for us in every industry, in every State, 
in every company of the country. They work actively and constantly 
on our program and spend hundreds of hours carrying a major share 
of our work. I refer to such outstanding persons as Martin Clement, 
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chairman of the board of the Pennsylvania Railroad; Corodon Fuller, 
vice president of the Foxboro Co.; John Collyer, president of the 
B. F. Goodrich Co.; Meyer Kestnbaum, president of Hart, Schaffner 
& Marx; Lewis Tierney, president of the Tierney Coal Co.; Albert 
Bradley, executive vice president of General Motors; James Nance, 
president of Hotpoint; Clarence Francis, chairman of General Foods; 
and other men of similar responsibility and integrity in industry. 

Chairman McKe .uiar. Yes; but you do not pay them any part of 
the $2,000,000. 

Mr. Granam. No, sir. 

Chairman McKe.tiar. What I want to know is to whom you pay 
the $2,000,000. 

Mr. Granam. We are going to pay it mainly to people whom we 
will employ, and I will show you in the next paragraph, Mr. Chair- 
man, how we will do that. 

Chairman McKettar. All right. 


PAYROLL SAVINGS ADVISORY COMMITTEE 


Mr. Granam. Let me tell you what these people do for the defense 
bond program. Take Mr. Martin Clement, as-an example. In his 
spare time, though he might dispute that particular phrase, he is 
chairman of our Payroll Savings Advisory Committee. We wanted 
to sell bonds to the people in the railroads. He called up a couple 
of dozen leaders in that industry. He opened the door to saaataeliy 
every railroad in the country. Within a day or two, for example, 
Mr. Clement called executives of 14 railroads. He told them we 
would have people come immediately with sales material, methods, 
and assistance to help them put payroll savings operations in action 
in each of their railroads. Today practically every railroad in the 
country is operating a payroll savings plan. 

This was not easy. Some difficulties developed in a railroad up in 
New England. ne accounting problems were overwhelming. 
They took up the matter with Mr. Clement. We sent our specialists 
on those matters up there. In a couple of days he and the railroad 
— worked out a procedure which licked those accounting prob- 
ems and that railroad is doing a substantial job on payroll savings 
today. We proposed to Mr. Clement that the steel industry was 
ready for payroll savings operations. Mr. Clement called all of the 
outstanding leaders in the steel industry. He sold them the savings 
bond program. He told them that the Treasury Department would 
provide materials, personnel, and procedures that would help those 
companies whenever they needed it. 

We followed up and received Mr. Clement’s calls. It took him 
hours to do this. That was our job and we carried through on it. 
We had only a handful of people for this particular phase of the savings 
bond activity, but we assigned this handful to follow up on Mr. 
Clement’s calls. 

The results were amazing. National Tube, one of the largest 
companies in a period of a few weeks raised participation in the pay- 
roll savings plan from 28 to 80 percent of the employees. Other 
companies had similar results. 

Mr. Clement went to otherfindustries and did the same thorough 
job. He called the responsible officials. In the meat-packing in- 
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dustry he called the leaders to lunch and paid for the lunch out of his 
own pocket. Our job was to follow him up. We have tried to do 
that, and have had gratifying results. 

In other words, Mr. Chairman, when we get the door opened for us, 
we have to go in and lay before the president and the top officials of 
the company how the lain will operate, and get them to take on the 
administrative burden of installing a payroll, and keeping the accounts, 
and making the deductions. And then of getting the cooperation of 
the union people in the industries affected so that they will want to 
sign up for a deduction. 


PAYROLL DEDUCTION PROGRAM 


Chairman McKe war. Will you explain what you mean by a 
deduction? 

Mr. Granam. That is a deduction from an employee’s pay envelope. 
In other words, if an employee in General Motors, for example, wants 
to buy a bond, he will say, ““Take out $6.25,” for example, “from my 
pay every 2 weeks, and when the total reaches $18.75, give me the 
bond.”’ That is the way General Motors and the other companies 
operate the payroll-savings plan. 

Chairman McKetzar. But as I understand you, these men that 
you have mentioned do it for nothing. Where are you going to spend 
the $2,000,000? 

Mr. Grauam. We are going to spend the $2,000,000, sir, in putting 
on additional paid people generally in various States throughout the 
country so that we can tap more of the industries that have not yet 
been reached, such as the aviation industry, the shipbuilding industry 
and the defense plants. With only a small group of people we have 
been unable to touch them all. 

Chairman McKe iar. Do you experience trouble in selling Gov- 
ernment bonds? 

Mr. Grauam. The Savings Bonds Division, sir, does not actually 
sell the bonds. We have had 





REDUCTIONS IN BOND SALES 


Chairman McKe.uar. Please answer my question. Do you have 
any trouble selling Government bonds? 

Mr. Grauam. Could I answer it in two ways? 

Chairman McKe tar. No, sir. I want you to answer it directly. 
Just answer me ‘‘yes” or ‘‘no.”’ 

Mr. Granam. For the small denomination bonds under $100 we 
have had great improvement over last year. They are doing fine. 

Chairman McKetuar. That does‘not answer my question. Are 
yea. having any trouble selling Government bonds? What trouble 
is there? 

Mr. Grauam. In the higher denomination bonds, the $500 and 
$1,000 bonds, we are selling less of them than we were before. That 
is why I asked if I could answer your question two ways. 

Chairman McKetuar. I know, but are you able to sell the bonds 
that Congress authorizes you to issue? You have no trouble selling 
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those bonds? Is this $2,000,000 to be spent on advertising? I am 
frank to tell you that as long as we can sell those bonds without 
advertising, it seems it would be better. You have been selling bonds. 
You have sold bonds every time Congress authorized an issue of 
bonds. You could have answered that question one way or the other. 
If you have any trouble, say ‘““Yes.”” Have you any trouble in selling 
our bonds? 

Mr. Grauam. We do not have trouble in selling the bonds to the 
banks 

Chairman McKetuar. I am not talking about the banks. 

Senator ELLeENpEeR. Your answer is that you have trouble; that 
is why you hired the people. Why do you not say so? You would 
not need the money if you did not have trouble selling them. 

Mr. Granam. Thank you. I just wanted to make clear we have 

resistance. 

Senator ELtenper. Of course you do. And it is going to grow 
as our debt piles up. 

Mr. Grauam. We have resistance particularly in the areas of the 
large denomination bonds. 

Chairman McKe.iar. Where are those difficulties? 

Mr. Granam. They are all over the country, and that is why we 
want money to keep these additional people on the rolls. 

Chairman McKetiar. You are selling all the bonds that are author- 
ized, are you not? 

I know you do not issue the bonds until Congress authorizes them, 
and when they authorize them, you do not have any trouble in selling 
them, I know that. 





ADDITIONAL PERSONNEL REQUESTED 


Senator Ecron. Mr. Graham, I notice by a chart here in this Sav- 
ings Bond Division for 1951, you had 560 average number of positions, 
and the 1952 estimate is for 764. 

Now, what I want to know is this: Is this $2,000,000 that you are 
asking for now for the purpose of putting on 204 more employees? 
Is that the purpose of it for 1952? 

Mr. Granam. It includes more than 200 employees not covered by 
the regular appropriation request, sir. If I may ask Mr. McDonald 
to give you the exact figures. 

Mr. McDona.p. Senator Ecton, the number of positions author- 
ized is different from the average number of positions. You are read- 
ing the average number of positions, which is actually man-years. 

Senator Ecron. That is right. 


NUMBER OF AUTHORIZED POSITIONS 


Mr. McDonatp. The number of positions originally authorized for 
the fiscal year 1951 was 535. That was increased to 780 by the 
transfer of funds within the appropriation approved by the House 
Subcommittee on Appropriations during the last half of the fiscal 
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year 1951. The average number of positions shown for 1951 is only 
560 because the additional positions were not filled until near the 
end of the fiscal year. 

Senator Ecron. So you now have 780. 

Mr. McDonautp. We have 780 positions. We actually have on 
the rolls as of today 725 employees. 

Senator Ecron. And you want at least 200 more? 

Mr. McDona.p. No, sir. We want to continue with the 780 
positions. 

Senator ELLenpER. This $2,000,000 will do that? 

Mr. McDona.p. Yes, sir. 


TABLE OF OBLIGATED FUNDS 


Senator Ettenprr. As I understand, your first budget estimate 
was $4,867,600, according to the document I have, and you are ask- 
ing for $2,000,000 more in order to obtain the 780 you speak of? 

Mr. McDona.p. Yes, sir. 

(The document referred to is as follows:) 


Funds available, obligations incurred, savings and average number of positions by 
fiscal years 1945-52 


| | 
| Average 
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1 The above data reflects the status of funds available to the United States Savings Bonds Division only. 
It does not include funds available to the Chicago office of the Bureau of the Public Debt which is responsi- 
ble for the custody and distribution of sales promotional materials. 

2 Includes $500,000 made available in the latter part of the fiscal year for the expansion of activities. 

3 Includes supplemental request of $2,000,000. 


RESTORATION REQUESTED 


Senator ELLenper. I am informed that the House struck the $2 
million entirely so that is why it does not appear in the bill. 

Mr. Granam. We are asking for the full restoration. 

Senator ELLENpDER. I understand. : 

Mr. Grauam. Just to repeat, Senator, the $500,000 which was 
transferred within the appropriation during the fiscal year 1951 was 
utilized in putting on some additional personnel. This $2 million 
would extend that for the full fiscal year 1952. 

Senator Ecron. And take care of the $500,000 that was transferred. 

Mr. Granam. That is correct. We have already employed the 
people as Mr. McDonald indicated and we would like to keep them 
on, and that is why we need the $2 million. 

Senator Ecron. I understand now. Thank you. 

Chairman McKe.uar. Let me ask you this question on this chart 
that you sent in to us. The total number of sales in July was 
$1,228,159, whereas your redemptions were only $171,363. Why the 
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necessity of putting on a great advertising scheme like this, raising 
your force from 560 to 764, which is 50 percent, when you are selling 
more bonds than you redeem. I don’t see the necessity for this tre- 
mendous increase in your expenses. I know Mr. Snyder is one of the 
most careful and prudent men in the world, and I have his letter here 
endorsing this plan. Who talked to him about it, do you know? 

Mr. Grauam. We have all worked with him. 

Chairman McKetuiar. Do you have any idea that we are going 
to need to sell more bonds in the future than we have in the recent past? 

Mr. Granam. Yes, sir; I think so. I think it is a good product 
and I think there is the demand for it and I think if we can get the 
people to go out and service the volunteers that we will sell a great 
many more bonds. 

Chairman McKe.uar. Do you employe these people on part time? 

Mr. Granam. No, sir. They would be regular employees. 

Chairman McKetuar. For the year? 

Mr. GraHam. Yes, sir. 

Chairman McKe tar. And they might sell a few and they might 
sell many, is that the idea? 

Mr. Granam. They themselves do not actually sell the bonds. It 
is the volunteers, the men that we have mentioned here and others 
like them, the newspaper carrier boys who go out and actually get 
people to buy the bonds. 

Chairman McKe tar. If that is true, why do you need the increase 
of 560 to 764, which is 50 percent? I just cannot understand it. I 
am a poor businessman, I suppose. I just cannot understand that 
kind of financial logic. 

Is there anything else, gentlemen? 


EFFECT OF HOUSE CUT 


Senator Ecron. Mr. Chairman, I think it would be helpful to the 
committee if Mr. Graham would explain fully just what would happen 
to the Saving Bond Division relative to the personnel if this $2 million 
is not granted. 

Chairman McKetxar. I would like for him to do it. 

Senator ELLENDER. You would have to cut your personnel by 245. 
That is the answer. 

Mr. Granam. Mr. Chairman, if you would look on page 6 of the 
justification, which is this document here [indicating] the last full 
paragraph reads as follows: 

This brings us finally to the question of what will be the effect in the event 
this request is denied. For purposes of this discussion attention is invited to 
tables 1 and 2 attached. 

Those are the tables at the back here, but I believe I can sum- 
marize them as we go down, sir. 

Chairman McKe.iar. You take your own course. 

Mr. Granam. Thank you, sir. These two tables analyze the 
budget program for the savings bond activity for the fiscal year 1952, 
both in terms of the regular appropriation act and as adjusted by the 
program contemplated in this supplemental. In reviewing these 
tables, it is important to note that exclusive of the 535 permanent 
positions provided in the regular 1952 budget program—— 
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Chairman McKettar. That is an additional 535. 

Mr. Grawam. The 535 is our regular permanent staff which we 
have had since 1947. An additional 245 positions were authorized 
in the $500,000 allotment, of which 190 full-time employees were 
placed on the rolls since the third quarter of the fiscal year 1951. If 
the supplemental budget request of $2 million is denied, it will neces- 
sitate a reduction of 299 employees as follows 

Chairman McKe uuar. Before you read as follows, have you got 
the authorization to employ these 245 additional people? 

Mr. Granam. We have, sir, the House Appropriations Committee 
action which permitted us to utilize $500,000 to put on additional 
personnel this spring. It is that personnel that we wish to keep and 
maintain by having the $2 million to carry us through fiscal year 1952. 

Senator Ecton. Then, Mr. Graham, may I ask this: After the House 
committee authorized you to make that transfer, why was it that they 
denied you an additional supplemental appropriaton to take care of 
it? 

Mr. Granam. I don’t know the reason which motivated their 
turning us down, but they indicated in their report that we had prot 
presented the program to them so as to show how this money was 
going to be used. 

Senator Ecron. Did you not show them that the bond sales had 
improved since you had put these extra employees on under their 
authorization of a $500,000 transfer? It seems to me as though you 
are charged to do that by the act. 

Mr. Granam. We did show them that the sales of the small denom- 
ination bonds were increasing, ves, sir. But apparently we did not 
convey to them the full story of how we expected to utilize this money, 
and it was for that reason that we had a prepared statement here 
which admittedly is rather lengthy, but gives concrete illustrations of 
the volunteers who are sold on the program, who will contact others 
and open the doors to us and if we can get the paid personnel to contact 
the doors that have been opened, we are of the firm opinion that we 
can increase our sales. ° 

Chairman McKe tar. Congress did not authorize you to do it here. 
The House says: 

In denying the request, the committee wishes to emphasize the fact that its 
action was determined to a very great extent by the unconvincing and somewhat 
casual manner in which the request was presented although the committee has 
always recognized the importance of the sale of savings bonds as one of the major 


movements of financing the Nation’s defense program and as an effective weapon 
against inflation. 





If we had not brought up these questions here, $2 million would 
have gone in. The effect is that you were not willing for Congress to 
know. You went in and employed about 500 additional people and 
they went on the rolls and of course they will go off the rolls unless 
you get this $2 million. This $2 million caught my eye, and I am 
awfully sorry that I do not see well, but by accident it caught my eye, 
and it seems to me that vou ought to have waited until you got the 
authority. 

I suppose you talked that over with Mr. Snyder. If Mr. Snyder 
knew that he didn’t have the authority to appoint these men until 
provision was made for them, I do not think he would have sent this 
down. I have the highest opinion in the world of Mr. Snyder. I 
have a high opinion of you and I am surprised at you gentlemen. 
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Mr. Granam. He did not authorize the employment of these 
people until he had the approval of the House. 

Chairman McKe.uar. But it takes both Houses to authorize 
things. We have a Congress. We have comparatively equal powers, 
the House and the Senate, and the President has to sign before it 
becomes a law. 

Mr. Graunam. Sir, if I may say so, it is my recollection, and I am 
sorry Senator Kilgore is not here, but this was presented to the 
Senate Appropriations Subcommittee and they were informed of 
what was being done. I think there was a full disclosure of this 
matter at that time. 

Chairman McKetuar. If Senator Kilgore says that, I will take 
his word for it. But I will say this, Senator Maybank does not know 
anything about it, and he is chairman of the Banking and Currency 
Committee. And neither that committee nor the subcommittee, 
have the authority to give you approval to spend the money without 
the action of Congress. We want to help you in this time of war. 
But make our road a little easier by giving us the facts. I do not 
think anybody knew about this $2,000,000 in this bill and the way it 
was going to be spent. Let me call your attention to this: This 
money is to be s ’ i 
services, $3,947,738; travel, $355,382; transportation of things, 
$96,200; communication ser vices, $89,999; rents and utility services— 
whatever they mean—$152,203; supplies and materials, $75,905; 
equipment, $72,118—what equipment would be involved here? 

Mr. Grawam. May I ask the budget officer, Mr. McDonald, to 
answer you specifically? 

Chairman McKetuar. Yes, sir. 





BREAKDOWN OF SUPPLEMENTAL ESTIMATE 


Mr. McDona.p. Senator, you have read the figures which would 
include the regular appropriation, plus this $2,000,000 in the sup- 
plemental, by objective classes. The $2,000,000 is the column on 
the right-hand side of the same table from which you are reading. 

Chairman McKe.uar. Then let us take it that way. The 
$1,239,838 for personal services, and the next figure, travel, would 
be $230,500. That is a good deal of travel. Next is transportation 
of things, $20,000. Communication services, $35,000. Rents and 
utility services, $124,437. Where would those rents be found? 
Where would you rent properties? 

Mr. McDonatp. That is in the 51 State offices we have. We have 
what we call 51 State offices. 

Chairman McKetiar. You have a general plan here which is a 
very different plan from what we have heretofore and it comes in a 
supplemental bill after the Treasury and Post Office bill has been 
passed. We thought we had recommended everything in that bill. 
It comes up as a supplemental bill and has not been authorized yet 
by the Congress. You have the figure here, ‘‘ Printing and binding,” 
and so forth, $160,000. 


OTHER CONTRACTUAL SERVICES 


Other contractual services—I don’t know what that .is—$566,000. 
That is over one-fourth of it. 
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Mr. McDona.p. Other contractual services is one of the objective 
classes. 

Chairman McKe iar. How is that spent? 

_Mr. McDonatp. That includes such items as radio transcrip- 
tions 
* Chairman McKetuar. I thought they were free. 

Mr. McDonatp. They are free except for the production and 
mechanical charges. 

Chairman McKetiar. There is a difference between actual charges 
and mechanical charges. We like to know. We talk about dollars 
in their ordinary, everyday sense. 

Mr. McDona.p. We prepare platters and send them to radio 
stations. They play them free; there is no charge whatsoever for 
time on the air. 

Chairman McKetiar. You furnish the stations the record and 
that is a good investment for them. Does it belong to them or the 
Government? 

Mr. McDona.p. The transcriptions belong to the Government. 
But we send them to all the radio stations that request them and 
they play them on the air two or three times a week. 

Chairman McKeuiar. Not quite as often as Georgetown beer. 

Mr. McDonatp. Not quite. 

Chairman McKetuar. Or Chesterfield cigarettes. 

Mr. McDonatp. Then we have television—films and slides that we 
prepare for television stations—and they donate the time and use 
them every so often, many times over. Then this item also includes 
motion-picture films that the motion-picture houses exhibit free of 
charge. The only charge there is for the raw stock, for the film. We 
pay for the raw stock of the film. The production charges and the 
exhibition is free. 

Chairman McKe tar. I knew it could not all be free because you 
would not want the $2 million. By dividing the amount you are 
going to spend for additional personnel, it would be $5,067 apiece. 
What is the highest? 

Mr. McDonaup. The average is about $4,400. 

Chairman McKe.iar. What is the highest? 

Mr. McDona.p. The highest runs up to $8,800. 

Chairman McKetuuar. You show that when you give me the list? 

Mr. McDonaxp. Yes, sir; we will give you a complete breakdown. 

Senator Ecron. Mr. Chairman, I merely want to comment that I 
personally feel this payroll savings plan is very important. It is im- 
portant several ways. It is not only impertant to the Government 
to help maintain the financial solvency of this country, but it is very 
important that each and every person possible participate in this 
program. This country and this Government belong to all of them 
and they should all have a direct financial interest in it. 





ECONOMY IN PROGRAM DISCUSSED 


I would like to ask Mr. Graham if he can give me the lowest bottom 
dollar amount that is absolutely necessary to continue the 1951 
program. 

Chairman McKetiar. And not enlarge it. That is up to July 1, 
1951. 
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Senator Ecron. Yes. 

Chairman McKetuar. I am sure he will do that. 

Senator Ecron. To take care of the $500,000 and to continue the 
program you have inaugurated. Is there any amount less than the 
$2 million that you can do the job on? 

Chairman McKe tuar. Think it over and come up and tell us. 
That is the best way. 

Mr. Granam. I think Mr. McDonald is figuring with his pencil 
here. If I get the Senator’s question correctly, assuming that we 
have the $500,000 projected up to this moment, how much would that, 
right at the moment, projected through to June 30, 1952, amount to? 
In other words, would it be less than the $2 million we are asking for? 

Senator Ecron. Yes. 

Mr. Granam. I wanted to say that it was our judgment that this 
$2 million was what was required to do the job. 

Senator Ecron. Yes, I understand that. 

Mr. Granam. That was our judgment and of course you may have 
a different one, I understand. 

Senator Ecron. We are up against the proposition here, Mr. 
Graham—and I think you realize the position we are in—the House 
has not allowed you anything. 

Mr. Granam. That is correct. 

Senator Ecron. And now you are coming to us and we have to 
get House agreement before you will get it. 

Chairman McKeuuar. And we have to get Senate agreement. 

Senator Ecron. I was wondering what was absolutely the lowest 
figure that you would have to have to continue the program that you 
already inaugurated during 1951. It seems to me like you are doing 
a good job with the additions you put on in 1951. That is the way 
it appears to me from the records here. 

Mr. Granam. Thank you, sir. We believe that we have been doing 
a good job and we thank you for the kind words. 

Senator Ecron. I personally would like to see that good work 
continued. 

Mr. Grauam. Perhaps Mr. McDonald has done some arithmetic 
which might give you some indication of the answer to your question, 
sir. I don’t know. 


AMOUNT NEEDED TO CONTINUE MINIMUM PROGRAM 


Mr. McDonatp. Senator, as of July 1 we had employed 190 of hie 
245 positions. So we have 55 of those positions not filled. Rough] 
that will amount to about $275,000 if we are not permitted to fill t wd 
positions this year. On that basis we would run approximately 
$275,000 less for personal services. Another $25,000 to $50,000 for 
rent and travel, would make it about $300,000 to $325,000 less than 
the $2 million. If we stick closely to what we had in operation on 
July 1, we could possibly manage with a supplemental in the neighbor- 
hood of $1,700,000. That would be the absolute minimum if we con- 
tinued the program we had in effect on July 1, 1951. However, we 
feel that the entire expansion program covered by the $2 million 
estimate should be provided. 

Senator Ecron. Thank you. 

Senator Extenper. Mr. Chairman, it is now quarter to 1. 

Chairman McKe tar. Yes, sir; it is time we were going. Let me 
read one paragraph of the House report about this matter. 
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An impartial reading of the testimony will disclose that the Savings Bond 
Division presented no concrete evidence relating to the cost of past and proposed 
bond drives to funds appropriated and requested. While the witnesses made 
several references to the importance of selling defense bonds and the necessity of 
inaugurating more bond drives to stimulate sales, very little was said about the 
specific objectives that the Division hopes to attain. Consequently the committee 
was not given sufficient information with which it could properly evaluate the 
budget request. 

Here is the proposition: You say it is important but your figures 
here show that you are selling more bonds now than you have been. 

Mr. Granam. We are selling more bonds in the small denominations. 

Chairman McKeutar. That is what your business is—savings 
bonds. 

Mr. Granam. There are a great many more that are eligible to be 
brought into this program, particularly in the defense industries. 
We are very anxious, for example, to get into the aviation and ship- 
building industries. As Senator Ecton pointed out, with the labor 
turn-over, you have to get those new people in. If they go from one 
plant to another, you have _ to get them in on the program. 

Chairman McKetiar. Mr. Secretary, I will tell you what you do. 
You work it out and communicate with us if you wish. We are very 
much obliged for your coming up here. I have been asking you these 
direct questions because it is very important to us. I am very fond 
of Mr. Snyder. I like everybody in the Treasury, but we just want 
to know. We have to answer to our constituents. 

Mr. Graunam. We tried to answer all of those questions in this 
statement. 

JUSTIFICATION 


Chairman McKe tar. I do not agree with you about it. 

You have attempted to explain to the committee the necessity 
for the appropriation of $2,000,000, but I find myself in agreement 
with the position of the House Committee on Appropriations, con- 
curred in by the House, that there is no justification for the appro- 
priation of the funds requested. 

I wish you would look over the questions we asked and see if you 
reach the same agreement about it. 

We will insert the justification at this point in the record. 

(The justification is as follows:) 


ADMINISTERING THE PuBLIC DEBT 
(Supplemental 1952, $2,000,000; 1952 act, $50,000,000) 
(House hearings, p. 26) 
(1) Page 5, following line 7, insert: 
. “BUREAU OF THE PuBLIC DEBT 


“ADMINISTERING THE PUBLIC DEBT 


“For an additional amount for ‘Administering the public debt,’ $2,000,000.” 


HOUSE ACTION 


The report of the Treasury subcommittee eliminated the total amount of 
$2,000,000 requested. The comments contained in their report on this are as 
follows: 

“The committee is denying the entire request for a supplemental appropriation 
of $2 million for fiseal year 1952 for the promotion of the sale of defense bonds. 
There are several cogent reasons for taking this action. 
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“In presenting this request the Department has been both unrealistic and 
untimely. Witnesses: appearing in support of these additional funds for the 
Savings Bonds Division testified that the $2,000,000 supplemental estimate was 
submitted on the assumption that all of the $4,800,000 included in the Bureau 
of the Public Debt’s estimate submitted to Congress in the President’s budget 
would be available in 1952 despite the fact that the House of Representatives 
had already reduced this bureau’s estimates by $3,900,000. 

‘‘When asked specifically how the Bureau could possibly know what additional 
funds would be needed until after the 1952 appropriation bill for the Treasury 
Department was passed by Congress, the responses were so vague and confusing 
that the issue never was clarified to the satisfaction of the committee. 

“In denying this request the committee wishes to emphasize the fact that its 
action was determined to a very great extent by the unconvincing and somewhat 
casual manner in which the request was presented, although the committee has 
always recognized the importance of the sale of savings bonds as one of the 
major means of financing the Nation’s defense program and as an effective weapon 
against inflation. 

“An impartial reading of the testimony will disclose that the Savings Bonds 
Division presented no concrete evidence relating the cost of past and proposed 
bond drives to funds appropriated and requested. While the witnesses made 
several references to the importance of selling defense bonds and the necessity 
of inaugurating more bond drives to stimulate sales, very little was said about 
the specific objectives that the Division hopes to attain. Consequently the 
committee was not given sufficient information with which it could properly 
evaluate the budget request. 

“At the present time the Treasury Department’s bond-selling program appears 
to be lagging, and the committee does not believe that additional appropriations 
are the only answer to the problem. Even though additional funds for the 
promotion of the sale of savings bonds were made available during the latter part of the 
1951 fiscal year at an annual rate of approximately $2 million—the amount of 
the 1952 supplemental budget request—bond sales fell from $2,609,225,000 dur- 
ing the last 5 months of the 1950 calendar vear to $1,826,559,000 during the 
first 5 months of the 1951 calendar year. Bond redemptions during the first 5 
months of the present calendar year totaled $2,676,610,000. Thus with bond 
sales showing a marked drop since last year and with redemptions running ahead 
of sales by $850 million, the committee is of the opinion that it is high time for 
the Treasury Department to inject some new and more effective thinking into 
its bonds sales program. The suecess of such a program is determined by its 
quality and not by the quantity of money poured into it.” 


JUSTIFICATION 


As a preliminary to the discussion of the merits, it is believed advisable to review 
the background with respect to this item, how it arose and the reason we are 
impelled to press this request for supplemental funds. This necessitates first, 
a review of the savings bond activity in the fiscal year 1951. 

The estimates for the Bureau of the Public Debt for fiscal 1951 totaled $51,- 
105,000 of which $4,931,662 was allocated to the savings bonds activity. Against 
this estimate the Congress appropriated the sum of $50,505,000, thus imposing 
a reduction of $600,000 in the estimates. None of this 600,000 dollars reduction 
was applied to the savings bonds activity. i 

As we moved through the fiscal year 1951, it became apparent that greater 
emphasis would have to be placed on the sale of savings bonds and that the 
needed expansion would in turn require a greater outlay of funds than was origi- 
nally contemplated in the 1951 budget. The situation was a little out of the ordi- 
nary however, in that funds, sufficient for the needed. expansion of the savihgs 
bonds activity, were available in the unobligated balances of other activities 
within the same 1951 appropriation. Therefore, the immediate need in the latter 
part of the fiscal year 1951 was not additional funds but simply a shifting of the 
budgeted program between activities within the same appropriation. 

This situation was made known to the Congress as early as February 1951. 
In the course of the hearings on the regular annual appropriation bill for the 
fiscal year 1952 (see pp. 18 and 19 of the House hearings and pp. 484 and 485 of 
the Senate hearings), it was stated, ‘‘in view of these considerations, we are start- 
ing immediately to expand the promotion of the sale of United States savings 
bonds. To carry on this program aggressively will require an estimated addi- 
tional appropriation for this purpose of $3,300,000 in the fiscal year 1952. With 
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the ag ey of your committee, I plan to transfer the amount of $600,000 from 
other funds in the appropriation for administering the public debt for the fiscal 
year 1951 to the United States Savings Bonds Division for this purpose. This 
will obviate the necessity of asking for an additional appropriation for the current 
fiscal year. At a later date we will submit a supplemental request to the Bureau 
re on Budget for the additional funds that will be required for the fiscal year 

As the plan actually developed, the $600,000 referred to was reduced to the 
sum of $500,000 and the Department went forward to the Congress with a request 
for the supplemental in the amount of $2,000,000. The $500,000 additional allo- 
cation permitted an authorized increase of 245 additional sales promotion special- 
ists and clerical personnel and provided additional funds for basic advertising 
material and collateral expenses relative to the intensified sales efforts. This ex- 
pansion was not foreseen and no provision was made therefor in the regular budget 
estimates for 1952 on which hearings had already been held. The supplemental 
request for $2,000,000 was designed to project these new positions and related 
expenses throughout the fiscal year 1952. 

oday, savings bonds are the foundation of a thrift program which is being ac- 
tively pursued by millions of American families. The success of savings bond pro- 
motion can be attributed to the fact that the savings bond program is largely a 
volunteer operation. The primary function of the Treasury staff which makes 
up the Savings Bonds Division is to recruit, stimulate, coordinate, guide, and 
service the tens of thousands of volunteers who run this program in every county, 
city, and town in the country. 

These services are essential. We cannot get the full benefit of the enthusiasm 
and effort of our volunteer salesmen unless we are able to provide the service that 
is required and the organizational work. All sales are actually consummated at 
grass-root levels. There are over 3,000 counties, and there has not been sufficient 
personnel to do an organization and sales planning job in every county. The 
work has necessarily been limited to relatively few key counties; and in these 
areas, the volunteers have accomplished an outstanding promotion job. 

The major objective of the savings bond program—now as in the past—is to 
promote the sale of savings bonds to small purchasers. The payroll savings plan 
is an important method of promotion in a program for selling bonds to small in- 
vestors. Half of the time of the Savings Bonds Division, half of the personnel, 
half of the appropriations for personnel, travel, materials, etc., apply to the payroll 
savings plan. The remainder is devoted to the bond-a-month plan, farm savings, 
and other promotion activities. 

Sales of savings bonds on the payroll savings plan requires hard work and 
intensive effort, both on the part of the paid personnel of the Treasury and, more 
important, on the part of the volunteers. Outstanding results have followed 
concentrated efforts in promoting the plan in the steel, glass, and railroad indus- 
tries. National Tube, one of the largest steel companies, raised participation in 
the payroll savings plan from 28 percent to 80 percent of employees in a few weeks. 

During a recent payroll savings promotion at General Motors in Michigan, for 
example, the company added some 106,000 new savers to the program, making a 
grand total of 229,000 employees participating. Carnegie-Illinois in Pennsyl- 
vania jumped their participation from 19 to 77 percent, adding 59,000 new savers. 
Firestone out in Ohio shows better than 80 percent participation today, as com- 
pared with 20 to 30 percent participation prior to a recent payroll savings drive. 
Out in California, Columbia Steel and Consolidated Western Steel have increased 
their firms’ participation from less than 10 percent to 85 percent, totaling 11,500 
new savers. 

Nor have such solid accomplishments been limited to only the largest of our 
industrial firms. Hotpoint out in Illinois shows a 96 percent participation today, 
as compared with a 9 percent participation prior to their drive, adding a con- 
tribution of more than 6,000 new savers. Newman Cotton Mills down in Georgia 
has a 93 percent participation. Oklahoma, California, Michagan, and New York 
have firms which have jumped from no plan at all to 80 percent participation as a 
result of an aggressive campaign conducted by the employees of the company 
itself, with the cooperation of the members of our smail paid staff. 

Today, payroll deductions stand at about $115 million a month, and between 
5 and 6 million people employed in thousands of companies are buying savings 
bonds under the payroll savings plan. We would like to run that figure up to 
the neighborhood of 10 million. The program ought to be in operation in the 
defense industries paying exceptionally good wages—in the aviation industry, the 
shipbuilding industry, electronics, machine tools, and electrical equipment. The 
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proposed appropriation is for the purpose of stimulating volunteers in such areas, 
permitting us to make it possible for a better sales job to be done. 

Another payroll activity which aims primarily at the 2% million small com- 
panies in the country is the flag-city promotion which got under way this spring, 
and which will take on increasing importance during the fiscal year 1952. 

A flag-city promotion is designed to get a larger percentage of all the firms in 
a city or town signed up on the payroll savings plan. To qualify as a flag city, 
either 80 percent of all the firms or a sufficient number to account for 80 percent 
of the total working population must be enrolled in the payroll savings plan. At 
the present time there are 40 flag cities, and 200 cities and towns have already 
committed themselves to this program. Here again the problem for savings bonds 
promotion is the same. The job of the savings bond staff will be to service the 
volunteer workers who spearhead these campaigns; to provide them at the right 
time with the necessary materials and supplies. 

Another important area of sales promotion activities is in stimulating sales to 
farmers. Farmers now own $5% billion of United States savings bonds, a figure 
equivalent to the total net income to farmers from all farming operations just 
10 years ago. The savings bonds staff maintains contact with farmers and farm 
groups throughout the country and provides local volunteers with materials and 
supplies. 

These promotion activities are all directly related to the request for the rein- 
statement of the $2 million cut from the savings bond program made by the 
House committee. The E bond program is a thrift program. It must be pro- 
moted by volunteers across the length and breadth of our country. It should, 
in our opinion, be promoted in peacetime as well as in periods such as the present, 
and regardless of whether the Treasury is operating at a surplus or a deficit. Its 
success cannot be measured solely in terms of the dollar volume of sales or redemp- 
tions. It should, in our opinion, always be serviced by a staff held to the very 
minimum. 

This brings us finally to the question of what will be the effect in the event this 
request is denied. For purposes of this discussion attention is invited to tables 
I and II attached. These two tables analyze the budget program for the savings 
bonds activity for the fiscal year 1952 both in terms of the regular appropriation 
act and as adjusted by the program contemplated in this supplemental. In re- 
viewing these tables it is important to note that exclusive of the 535 permanent 
positions provided in the regular 1952 budget program, an additional 245 posi- 
tions were authorized in the $500,000 allotment of which 190 full-time employees 
were placed on the rolls since the third quarter of the fiscal year 1951. If the 
supplemental budget request of $2,000,000 is denied, it will necessitate a reduction 
of 299 employees, as follows: (1) 190 employees of the 245 included in the supple- 
mental, and (2) 109 employees of the 535 included in the regular appropriation 
act for the fiscal year 1952. 

This reduction together with commitments made for other objects would 
aggregate $860,987 that would have to be effected in the 1952 program as author- 
ized by the Congress in the regular annual appropriation bill just passed. This 
means that the 535 positions contemplated would have to be reduced to 426 per- 
manent positions. To put it another way, this would provide a total of $4,006,613 
for the savings bonds program in 1952, in contrast to the $4,867,600 provided for 
this activity in the 1952 appropriation bill just passed. This would be the 
smallest amount made available for this purpose in any one year since 1947. 

It is earnestly requested that restoration be made in the full amount of the 
$2 million needed to project the present program as it now stands through to the 
end of the 1952 fiscal year. 
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_ Tasie II,—Standard classification schedule 























| | 
| | ae 
Regular i za 
| and supple- —_ Regular | ae af Beg = 
welan as: budget es- neces propriation propetation 
timates, | scat year | seal year | STORE” | “tions are 
fiscal year | “SY 1952 ry 
1952 1952 budget re- | applied 
os quest is 
denied 
01 nee RTE. a niicnciicnn nnn nnn see $3, ote a | $2, — “= $2, 158, 671 
OB FI viii erence enn nnsessnacnecntn 530, , 6 , .f 294, 500 
03 ‘Transportation of things_............. 96, 200 20, 000 76, 200 6, 000 70, 200 
04 Communication services_.............-| 120, 650 35, 000 85, 650 12, 500 73, 150 
05 Rents and utility services ---.-___- well 132, 109 124, 437 7, 672 56, 308 — 48, 636 
06 Printing and reproduction.___......._- | 785, 000 160, 000 625, 000 67, 500 557, 500 
7 Other contractual services. __........- 566, 250 132, 500 433, 750 56, 750 377, 000 
08 Supplies and materials ----.............| 87, 678 27, 750 59, 928 7, 200 52, 728 
OD Se sal iss ole es nseseecene ai 44, 975 29, 975 SOP 1 ded 15, 000 
Total, Savings Bonds Division ---____| 6,411,100 | 2,000, 000 | 4, 411, 100 860, 987 3, 550, 113 
Division of Savings Bonds !-..__-__. SP stdin cmpiinnds 456, 500 |------------ 456, 500 
cts aj: ome ciadns eats peat dieuitabeecnaee 6, 867,600 | 2,000,000 | 4, 867, 600 860, 987 4, 006, 513 








1 The Division of Savings Bonds which is part of the regular public debt function is shown in the above 
total because it is included under the activity, Promotion of the sale of savings bonds. 


Norte.—In the latter part of the fiscal year 1951 additional funds at the annual rate of $2,000,000 were 
made available to the U. S. Savings Bonds Division for the exvansion of its activities. The expanded 
activities are in full operation at the present time. About 190 full-time employees have been added to the 
rolls; leases for the rental of additional office space in the field have been executed by the General Services 
Administration at an annual cost of approximately $112,617; obligations are also being incurred for travel, 
freight and express, telephone, printing materials, radio transcriptions, television slides, and other promo- 
tional materials. 

If the supplemental request of $2,000,009 is denied, obligations aggregating $860,987 will have to be paid 
from the funds under the appropriation act for the fiscal year 1952. 








Chairman McKetuar. We will recess now until 2 p. m. 


AFTERNOON SESSION 


Chairman McKeuuar. The committee will come to order. 


DEPARTMENT OF THE INTERIOR 


OFFICE OF THE SECRETARY 


STATEMENTS OF OSCAR L. CHAPMAN, SECRETARY OF THE IN- 
TERIOR; ROBERT E. DAY, ACTING EXECUTIVE ASSISTANT TO 
THE SECRETARY; L. W. SMITH, ADMINISTRATIVE OFFICER, 
DEFENSE PRODUCTION STAFF; 0. W. DAVENPORT, BUDGET 
AND FINANCE OFFICER, DEFENSE PRODUCTION STAFF 


SALARIES AND EXPENSES, DEFENSE PRODUCTION 


JUSTIFICATION 


Chairman McKetiar. We will insert the justification in the record 
at this point. 
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(The justification is as follows:) 


SALARIES AND ExpENSEs, DerENSE PRopUCTION 
(Budget estimate, $7,245,000) 
(House hearings, pt. 1, pp. 211-278) 
Page 27, after line 6 insert the following: 


“DEPARTMENT OF THE INTERIOR 
“OFFICE OF THE SECRETARY 
“SALARIES AND EXPENSES, DEFENSE PRODUCTION ACTIVITIES 


‘For expenses necessary to enable the Department of the Interior to carry out 
its functions under the Defense Production Act of 1950, as amended, including 
purchase (not to exceed four) and hire of passenger motor vehicles; employment 
of aliens; and expenses of attendance at meetings concerned with the purposes of 
this appropriation; $7,245,000.” 


HOUSE REPORT 


“The total recommended for the several agencies within this Department is 
$5,250,000, a reduction of $1,995,000 in the budget estimates. 

“Office of the Secretary.—The committee is not impressed with the need in this 
office for 54 positions to coordinate at the Secretary’s level the defense production 
activities of the Department. It would seem that the budget estimate contem- 
plates reviews of Bureau determinations to a far greater extent than is necessary 
for the making of policy and for adherence to established policy. The amount 
of $250,000, a reduction of $120,000 in the estimates, is approved. 

“Defense Solid Fuels Administration.—The committee recommends $450,000 
for this activity, a reduction of $215,000 in the budget estimates. Testimony 
developed no particular problems for this organization aside from those arising 
in the expansion of needed coke production. This will take the form, principally, 
of approving applications for loans and tax amortization certificates. Claimant 
agency work to assure an adequate number of railroad cars would seem to be a 
primary responsibility. of the Defense Transport Administration. The com- 
mittee suggests that it might be advantageous for this administration to reevaluate 
some of the proposed special studies and surveys. 

“Defense Electric Power Administration.—The budget estimate, $1,000,000 is 
approved in the amount of $750,000. The primary function of this agency is 
a continuous appraisal of the power situation throughout the Nation and to act 
as claimant for the necessary raw and processed materials for the power producing 
and distributing organizations. It would seem to the committee that once the 
pattern for a defense power program is established the workload of the Adminis- 
tration will remain more or less constant. Certainly, the number of public utilities 
and public agencies will not increase substantially. Since a maximum of 119 
employees has conducted this work through what might be termed the most 
difficult period, it would seem that the amount recommended will be adequate 
for the fiscal year. 

“Defense Minerals Administration.—The responsibilities of this Administration 
under the defense production program are both varied and important, principally 
because of the fact that it deals with scarce and tritical metals and minerals, the 
prime responsibility being to increase the production of these items. It was 
testified that expansion in the mineral industries has exceeded $1 billion as a 
result of encouragement or actual assistance. 

“Since the estimates for this activity were formulated and presented to the 
Congress it has been decided to transfer to the National Production Authority 
certain functions budgeted for this activity. While the extent of reduced require- 
ments has not been finally determined, indications are that they will be substantial. 
A further reduction can be achieved by lesser transfers to the Geological Survey 
and reduced administrative personnel. In the light of these considerations, the 
amount of $1,300,000 contained in the bill should prove adequate. 

“Defense Fisheries Administration —The amount of $100,000, a reduction of 
$150,000 in the budget estimates is reeommended. The committee is appre- 
hensive in approving even this amount and will in the future expect a better 
justification for this program being placed in the defense category. 
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“Petroleum Administration for Defense-—The bill includes $2,400,000 for 
this item, a reduction of $770,000 in the budget estimate of $3,170,000. The 
principal responsibilities of this agency are (1) the defense mobilization of the 
American oii industry, both here and abroad, including the industry of friendly 
foreign countries and (2) the defense mobilization of the domestic gas industry. 
This mobilization is to be accomplished primarily through its claimant functions 
for required critical materials. 

“The budget estimate contemplates a total regular employment of 448, whereas 
actual employment as of July 31 was only 262. While this activity is considered 
to be of prime importance, especially in view of the possible urgent need for pipe- 
line and other transportation facilities, it is not believed that a recruitment rate 
in excess of that provided for in the accompanying bill will be accomplished 
Furthermore, it is reasonable to assume that as the emergency program develops 
and the need for steel for pipelines becomes apparent, it will not take a total of 
78 employees to convince the NPA of those needs.” 


HOUSE ACTION 


By an amendment introduced on the floor of the House the entire appropriation 
item for defense production activities of the Department was eliminated. This 
action was taken on the premise that regular appropriations should be adequate 
for both regular and defense production activities and that in effect the defense 
production estimates represented requests for funds which had been disallowed 
by reductions made in the regular appropriation bill. 


JUSTIFICATION 


This amendment requests the restoration of the full amount of the budget 
estimate of $7,245,000. This amount is distributed as follows: 








Budget House 


estimate | committee House | Restoration 

















1952 | allowanre allowance | requested 

1. Office of the Secretary... .............--.-...--..---- $370, 000 $250, 000 0 $370, 000 
2. Defense Solid Fuels Administration. ..........-...-- 665, 000 450, 000 0 665, 000 
3. Defense Electric Power Administration._..........--| 1,000,000 750, 000 0 1, 000, 000 
4, Defense Minerals Administration__..._.........__--. 1, 790,000 | 1,300, 000 0 1, 790, 000 
5. Defense Fisheries Administration.................-.-- 250, 000 100, 000 0 250, 000 
6, Petroleum Administration for Defense_..........--~- 3,170,000 | 2, 400, 000 0 3, 170, 000 

TOO s ie let Sic lee a Ah 7, 245,000 | 5, 250, 000 | 0 7, 245, 000 





The Defense Production Act functions covered by this estimate were in no way 
provided for in estimates considered for regular appropriations made to the 
Department for the fiscal year 1952. These are additional responsibilities which 
would not normally be carried out by the Department and were not considered 
as being included in any activities for which regular appropriations have been 
made for 1952. In fact, most of these functions could not be carried out under 
basic authorizations for our regular appropriations and it is only through the 
Defense Production Act that the necessary authority is provided. 

There follow statements in explanation of each activity: 


1. Office of the Secretary 


The Secretary of the Interior, in carrying out his defense production responsi- 
bilities under the Defense Production Act of 1950 and Executive Orders 10161 
and 10200 in the fields of electric power, minerals, petroleum, gas, solid fuels, and 
fisheries, has established five defense administrations and delegated substantial 
portions of his powers and functions to them. However, certain functions such as 
policy matters covering the whole range of the Secretary’s defense responsibilities, 
the review of basic defense production programs and policies, staff coordination 
of defense activities within the Department, and maintenance of interagency 
staff relationships with respect to the over-all defense program have not been 
nor can be delegated. 

In order to carry out these latter responsibilities, the position of Executive 
Assistant to the Secretary has been created. The Executive Assistant, and a 
small staff known as the Defense Production Staff provides the immediate staff 
support and assistance which the Secretary requires in carrying out his defense 
production responsibilities and in coordinating the defense Srodudtlon activities 
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within the Department and with other defense agencies. The defense production 
staff also provides the additional! staff assistance required in the administrative 
management area which cannot be performed by the regular staff units of the 
Department. 


2. Defense Solid Fuels Administration 


The Defense Solid Fuels Administration is responsible for establishing and 
carrying our programs under the Defense Production Act for the production, 
distribution, and use of all forms of anthracite, bituminous, subbituminous, and 
lignitie coals, coke, and coke byproducts. The solid-fuels problem cannot be 
stated simply in terms of whether enough coal is being mined. The mining of 
adequate quantities of most kids of coal does not at present constitute a problem, 
but coal must be moved to the consumer, mines and processing plants must have 
the materials and equipment they need to keep in operable condition, and coking 
coal must be made into coke for the use of the steel and other industries. It is 
within these important and critical areas that the Defense Solid Fuels Adminis- 
tration is presently concentrating its attention. 

The transportation situation is serious. Current estimates, based on the best 
data available to the Defense Solid Fuels Administration, are that requirements 
for open-top equipment for al] commodities will increase by the equivalent of 
some 200,000 cars in the next 12 months. This shortage cannot be met through 
the car-building and repair programs. It is anticipated that, because the means 
of transportation will not be available, spot shortages of both anthracite and 
bituminous coals will occur next winter. Defense Solid Fuels Administration is 
trying to alleviate the situation by encouraging the summer purchase of coal 
and by an intensive program, in cooperation with the defense-transportation 
agencies, railroad associations, and individual carriers, to reduce the amount of 
idle and unproductive open-top car time. To the extent that the problem can- 
not be met through these means and shortages still occur, directives and tempo- 
rary allocations will be required to prevent the closing down of manufacturing 
plants and distress due to lack of heating fuels. 

Coke is a critical commodity because of its direct relationship to the steel- 
expansion program. A deficit of 3,000,000 tons of coke is estimated for the end 
of 1952, despite the presently programed increase in coking facilities. This 
estimate is based on the assumption that the industry, with the assistance of the 
Defense Solid Fuels Administration, can overcome ever-increasing shortages of 
the equipment, materials, and skilled manpower required to build these plants 
and to get them in operation. Additional efforts, principally through financial 
assistance, are being made to close the gap between supply and demand now 
estimated for 1952. 

Defense Solid Fuels Administration is claimant for the solid-fuels industries 
and the work incident to this responsibility has increased in volume and import- 
ance with the inauguration of materials controls. Shortages of the equipment 
and materials required to push the coke-expansion program and for the continued 
operation and maintenance of existing productive facilities in the solid-fuels 
industries are increasing and will, unless met, have a serious impact upon the 
ability of the Nation to produce the coal and coke the defense program requires. 


8. Defense Electric Power Administration 


The Defense Electric Power Administration is performing the following funec- 
tions within the defense production program: Surveys needs of the electric-power 
industry for controlled materials and presents estimates thereof to NPA and 
DPA for their use in establishing quarterly allocations to DEPA for issuance to 
units of the industry; receives applications for allotments of controlled materials 
from public and private utilities; determines essentiality of proposed construction 
with reference to defense production and essential civilian needs, and issues 
allotments of controlled materials; advises other Federal defense agencies with 
respect to presently available sources and quantities of electric power in given 
localities and supplies estimates of future production to aid in choice of defense- 
production areas, thus preventing or mitigating power shortages; advises the 
electric-power industry of defense production plans and consequent power needs; 
assists the industry in planning and heangaitiontne expansion of power generation 
and transmission facilities required to meet new defense loads; assists the electric 
power-industry in obtaining scarce materials and fabricated equipment, major 
items such as turbine generators, power transformers, boilers, switchgears and 
condensers as well as the many components such as fans, pumps, coal handling 
equipment, heat exchange equipment, ete. 


88249—51 
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No Interior eperenns bureau or agency receiving regular appropriations 
srforms any similar functions for the electric-power industry. ile several 
nterior bureaus and agencies conduct programs involving electric-power pro- 

duction and transmission, those agencies, like any private utility, are subject to 

the defense authorities delegated to DEPA and must apply to DEPA for allot- 
ments of materials, determinations of essentiality, procurement assistance, etc, 

Restoration of the estimate of $1,000,000 will finance activities during this 
fiscal year only at present staff and cost levels. Annual costs reached the 
$1,000,000 level in June under workload pressure resulting from installation of 

CMP and consequent increases in materials controlled and extension of the 

allotment system to eight calendar quarters. 


4. Defense Minerals Administration 


The Defense Production Act of 1950, and as subsequently recently reenacted 
by the Congress together with certain Executive orders issued by the President, 
has provided a number of means by which the production of metals and minerals 
can be produced or acquired at an expanded rate. Most of these metals and 
minerals are required to carry out the program designed to put this country in 
a position to defend itself against any foreign attack. 

The problem of expanding and maintaining our production of critical metals 
and minerals to meet defense requirements as well as the problem of seeing that 
the metals and minerals industry is supplied with the necessary materials to insure 
that such expanded production is kept on schedule has been delegated to the 
Department of the Interior and specifically to the Defense Minerals Administra- 
tion. No funds have been requested nor provided in appropriations made to 
regular bureaus of the Department of the Interior to handle the specific functions 
that have been carried on by DMA. 

The Defense Production Act and other directives referred to herein have pro- 
vided that expansion of our production of critical metals and minerals may be 
accomplished through relief from certain tax provision, by making direct loans 
to facilitate expansion of capacities of either mines, mills, or smelters, by the 
guaranteed purchases of production of such metals and minerals at prices that will 
generate the necessary incentive for the increased production, and for the Govern- 
ment participation in the expenses incidental to the search for new sources of 
critical metals and minerals. 

As of this date there are pending before DMA approximately 1,500 applications 
for these various types of assistance. Before these applications can be finally 
acted upon, they must be carefully reviewed to determine their feasibility from 
both a mining engineering and a geological viewpoint and in some instances a 
physical examination must be made on the ground of the property involved. 

In connection with the review of applications for assistance designed to increase 
our production of critical metals and minerals, a program that makes the maxi- 
mum use of experts in these fields—both in the Bureau of Mines and Geological 
Survey—has been adopted. This program has been so worked out as to eliminate 
any possibility of duplication of effort and assures a maximum utilization of the 
limited number of the available specialists in these fields. Unless the funds 
requested by the President for these purposes are made available, this work 
eventually will have to come to a standstill. 





5. Defense Fisheries Administration 


The Defense Fisheries Administration has essentially the same emergency 
responsibilities with respect to fishery commodities as does the Department of 
Agriculture for other foods. The production of fishery products in times of emer- 
gency is just as essential as the production of meat and other protein foods suitable 
for both military and civilian feeding. The total annual fish production is nearly 
5 billion pounds. The responsibilities over production of fishery commedities 
were delegated by the Secretary of Agriculture to the Secretary of the Interior 
on October 13, 1950, and were redelegated by the Secretary of the Interior to the 
Administrator of the Defense Fisheries Administration on December 4, 1950. 

While the Defense Fisheries Administration recognizes the desirability of using 
existing facilities such as the Fish and Wildlife Service to the greatest possible 
extent, there are certain important activities in connection with defense work 
that do require a specialized staff, and this would be true were the total of the 
fisheries defense work conducted solely by the Fish and Wildlife Service. 

In exercising its claimant agency’s responsibilities, a portion of the staff is em- 
ployed in the very important occupation of keeping the fishery industry supplied 
with materials essential to maintaining production. This necessitates a very close 
liaison with the Defense Production Administration and the National Production 





el 





SUPPLEMENTAL APPROPRIATIONS FOR 1952 481 


Authority in connection with the allocation of critical materials and the constant 
changes in the supply position. Another portion of the staff is occupied with simi- 
lar liaison with other agencies and industry with respect to manpower, selective 
service, shipping, and prices, the latter since production and prices are closely 
interrelated. e Defense Fisheries Administration employs experts in the many 
phases of the fish business who are in a position to supply the Office of Price Stabili- 
gation with statistics, economic analyses, and other background material on which 
the Office of Price Stabilization can base intelligent fishery price regulations. 
This function is identical with the function being performed by Agriculture in 
connection with the Office of Price Stabilization price policies on agricultural 
products. 


6. Petroleum Administration for Defense 


The Petroleum Administration for Defense has three fundamental responsibili- 
ties: the defense mobilization of (1) the domestic oil industry, (2) the American 
oil industry operating abroad and the oil industry of friendly foreign countries, 
and (3) the gas industry. The authorities of the agency are derived from Public 
Law 774, Eighty-first Congress as amended. This basic authority has been 
implemented by Executive Order 10161, dated September 9, 1950, Executive 
Order 10200, dated January 3, 1951, Order of the Secretary of the Interior 2591 as 
amended, and by delegations from the National Production Authority and the 
Defense Production Authority. 

In the accomplishment of its responsibilities, the agency must collect and evalu- 
ate supply-and-demand data and, on the basis of such data, develop programs for 
necessary increases in production of crude oils, refined products and gas, and for 
the most advantageous distribution and utilization of these items to maintain an 
adequate peacetime economy and, at the same time, make provision for the needs 
of the defense mobilization effort and the military services. Through organiza- 
tion of the industries and by use of Government directives the Administration 
initiates and administers such programs. 

As a means of implementing its programs, the Petroleum Administration for 
Defense acts as claimant agency for critical materials for the domestic petroleum 
and gas industries, and, in conjunction with Office of International Trade and 
Economic Cooperation Administration, for American and friendly foreign coun- 
tries operating abroad. In this capacity the Administration must collect indi- 
vidual operating and expansion plans and materials requirements from approxi- 
mately 18,000 domestic producers, 370 refineries, 583 natural gasoline plants, 
385 manufacturers of oil-field machinery and equipment used in the discovery, 
development and depletion of oil and gas wells, 120 natural gas pipeline companies, 
approximately 1,250 distributors of natural and manufactured gas, and 240,000 
marketers of petroleum products. Upon receipt of this data, it is essential that 
the operating divisions of the Administration consider individually the plans for 
operation and expansion and the critical materials requirements for such plans, 
evaluate them in the light of the national need and determine and assign priorities. 
Pursuant to this process the claims for the approved projects are consolidated 
and presented to the Defense Production Authority for quarterly allocation of 
critical materials. After receipt of such allocations, it is then necessary to recon- 
sider projects approved, confirm priorities, and to make allocations of available 
critical materials to the approved projects. 

he Administration, in conjunction with representatives of the military service, 
maintains up-to-date information relative to the present and probable future 
demands of the military service for refined products such as aviation gasoline and 
jet fuels. It develops and perfects plans to assure that the refined products neces- 
sary to meet essential military requirements are being produced and will be pro- 
duced through the most effective utilization of existing capacity and the develop- 
ment of additional capacity. 

Supply and demand figures developed by PAD’s Program Division indicate 
that, while statistically sufficient petroleum products should be available to fuel 
the entire domestic economy during the winter of 1951-52, the supply situation 
will, in fact be very ‘“‘tight,’’ and spot shortages of liquefied petroleum gas, heating 
oil, and residual fuel oil are very apt to develop in areas remote from refineries. 
This condition is accentuated by the fact that the supplies of line pipe available to 
install crude-oil pipelines and products lines have been woefully insufficient. 
Continued slippage of steel to transportation projects tends to accentuate the 
probable spot shortage situation that will exist. 

The. above comments have been made independent of the international supply 
crisis occasioned by the fact that the Anglo-Iranian refinery at Abadan, Iran, 
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has not operated since mid-June, and the free world is already short some 
15,000,000 barrels of petroleum products as a result. Negotiations for the reopen- 
ing of this refinery are lagging at the current writing. Of course, it is devoutly to 
be hoped that a settlement will be reached, but PAD also has accurate information 
that indicates that many weeks will bave to elapse after a settlement has been 
agreed upon before the full supply of Iranian crude oil products will again be 
available to the free world. This situation has resulted in a drain from the United 
States of refined petroleum products that cannot help but accentuate anticipated 
spot shortages. PAD has been before the regulatory bodies in Texas and Louisiana 
to persuade them to increase the allowable production of crude oil, but the problem 
of channeling the increased production to the companies who need it as a result 
of their cessation of importation of foreign crude oil is a most complex one. 

Insofar as PAD is concerned, the net effect of the developments above outlined 
is to accentuate the need for skilled personnel to assist in administering the tight 
supply situation and, if necessary, undertaking Government allocations to the 
end that the supplies that are available are equitably distributed. To do this 
job, PAD will need greatly to expand its staff of supply and transportation per- 
sonnel and to establish a Distribution and Marketing Division to care for the 
distribution problems inherent in the situation, These operating personnel can- 
not function satisfactorily except as supported by adequate legal personnel, and 
the supply situation itself tends to accentuate the need for expansion in the Legal 
Division. Again, that the public may understand the situation, it will be neces- 
sary to amplify the work of the Public Information Division. 

The budget estimate of $3,170,000 is the minimum required to properly carry 
out the functions, respensibilities, and objectives of this Administration during 
the fiscal year 1952. No other bureau or agency in the Department of Interior 
has funds for these purposes in the regular appropriation bill. 


DEFENSE PRODUCTION ACT ACTIVITIES 


Chairman McKe.uar. Mr. Secretary, will you proceed, please. 

Secretary CHapMAN. Mr. Chairman, I know you have a very 
crowded calendar of witnesses this afternoon you want to hear; so, 
accordingly, I am cutting my statement very short to hit the high 
lights of the particular problem of defense money in our Department. 

Chairman McKe tiar. You take all the time you need, Mr. Secre- 
tary. We are glad to have you here. If you want to depart at any 
time from your prepared statement, it will be printed like you want it. 

Secretary CHapMAN. Thank you, Senator. I will just talk infor- 
mally and submit my prepared statement for the record. 

(The statement is as follows:) 


STATEMENT OF SECRETARY OF THE INTERIOR Oscar L. CHAPMAN 


A year ago, in frank recognition of the fact that our survival as a free Nation 
depends upon the power of our arms and a strong domestic economy, the Congress 
passed the Defense Production Act. We have made tremendous strides toward 
the production goals then envisioned. We must not now lose sight of those 
goals, or of the fact that, fundamentally, the conditions which brought about the 
mobilization program still exist. We still must build up our military might and 
develop an economy that can withstand the stresses which accompany that 
build-up. The need for expanded development of the Nation’s basic resources 
is no less urgent today than it was last summer. s 

Responsibility for the defense-production program with respect to petroleum 
and gas, electric power, minerals, solid fuels, and commercial fisheries products 
has been delegated to the Secretary of the Interior. In discharging these responsi- 
bilities, I have called on the regular agencies of the Department to furnish both 
personnel and technical assistance to the fullest possible extent. It has been 
necessary, however, to perform new and additional functions. To perform these 
additional functions, I have established a defense-production staff in my immediate 
office and five defense administrations—the Defense Electric Power Administra- 
tion, Defense Fisheries Administration, Defense Minerals Administration, Defense 
Solid Fuels Administration, and Petroleum Administration for Defense. To 
finance the work of these defense agencies, it is essential that defense-production 
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funds be provided, since the regular appropriations are not available to meet 
such costs. 

The action taken on the floor of the House, by which Interior’s defense funds 
were eliminated from this bill, poses a question to which I do not have the answer. 
How is the Secretary of the Interior to carry out his responsibilities under the 
Defense Production Act? 

The House action appears to have been based on the assumption that funds 
for these purposes were contained in the regular 1952 Appropriation Act for the 
Department of the Interior. This assumption is erroneous. 

he regular programs of the Department have been reoriented on the basis 
of defense needs, not to do the jobs with which the defense administrations have 
been specifically charged, but because the work of the regular bureaus and the 
defense administrations of the Department must go ahead together in mutual and 
inseparable support of the defense effort. The purposes of both are to secure the 
maximum effective use of our natural resources. The differences lie in the 
emphasis on the rate at which the development and utilization of resources must 
take place, the concern of the defense program with matters of production and 
distribution, and the degree to which various governmental controls must be 
exercised. 

The reprograming of regular bureau activities was carefully done, and carefully 
reviewed. The Congress took an active part in tnat review and thoroughly 
searched our estimates to insure that only the essential portions of our regular 
programs were carried on. In so doing, the Congress appropriated some $68,800,- 
000 less fer the Department in 1952 than in 1951, and some $52,300,000 less 
than our 1952 appropriation requests. The work provided for in the estimates 
presented to the House in connection with this bill would not duplicate the work 
of the regular bureaus of the Department, nor would the funds proposed for defense 
activities be used to supplement or extend the regular activities of the Depart- 
ment. The essential programs of the regular bureaus, approved by this Congress 
less than a month ago, cannot be carried out fully if the Department is now 
required to finance its additional defense responsibilities from funds contained 
in the 1952 Appropriation Act or, as an alternative, the work of the defense 
administrations themselves must come to a standstill. 

The types of policy questions which arise in connection with the defense 
program are quite different from those customarily encountered by the regular 
agencies of the Government. ‘Im large part, this is because they arise in con- 
nection with production matters, and they must be considered by persons who 
are familiar with production methods in private industry. In large part they 
also involve important questions of public policy which affect the production, 
distribution, and use of commodities, now and in the future. Upon these ques- 
tions, the joint considerations of persons drawn from within and outside the 
Government is essential. 

The results of our efforts since the passage of the Defense Production Act 
have been encouraging. We have come along way toward meeting the immediate 
needs of the defense program. We have made progress in building up our resource 
base for the future. Nevertheless, many difficulties must be overcome before 
the objectives of the defense production program can be attained. 

Some of our most serious problems arise from critical shortages of certain 
materials. In some cases, expansion programs are directly threatened. This is 
so, for example, in ‘the petroleum and gas industries, where the steel shortage 
has restricted the expansion of facilities to a rate which is insufficient to keep 
pace with growing demands, 

The scheduled expansion of electric power generating facilities is also in danger 
of interruption because of materials shortages. With the demand for electric 
power already approaching the levels which, a vear ago, were not expected to 
be reached until 1953, the pinch is now being felt in some areas. Power supplies 
are critical in the Northwest region and will remain so through 1953. In the 
Pittsburgh area, consumption is being curtailed by as many as 60,000 kilowatts 
a day. In Cleveland and Milwaukee, large deficits are foreseen, beginning in 
the fall of 1952, unless new generating facilities can be completed on schedule. 

In the minerals field, too, we face major problems. Defense requirements and 
essential civilian needs will be met, but other civilian uses must be curtailed. 
Some of our current supply problems in the minerals area reflect long-term trends 
in production and consumption. In the case of some minerals, of course, we 
always have been and always will be largely dependent upon foreign sources. 
In the past decade, our ability to meet our requirements from domestic mine 
production for many other minerals has gradually declined, thereby increasing 
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our dependency upon foreign resources. In the 6 years since the end of World 
War TL. the ratio of domestic mine production to consumption in 38 important 
industrial minerals has been decreasing. Included in this group are such key 
materials as copper, lead, zinc, and iron ore. a eka to the need for greater 
pes gcse on the exploration and development of additional ore reserves at home 
and abroad, improvement in mining and metallurgical practices, utilization of 
marginal deposits, elimination of waste, and the development of alternative 
materials whenever necessary and practicable. 

President Truman, early in August, announced the broad outlines of an agree- 
ment between the Director of Defense Mobilization and the Secretary of the 
Interior by which responsibility for the procurement of certain materials would be 
centralized in a Defense Materials Procurement Administration. On August 28, 
he signed Executive Order No. 10281, establishing the DMPA. This will result 
in the transfer from Interior of some part of the present responsibilities of the 
Defense Minerals Administration. The functions to be performed by the Defense 
Minerals Administration and the DMPA in respect to certain categories of 
activities are yet to be determined through agreements now being formulated. 
In consequence, it is important that the full budget request be allowed for DMA, 
with the understanding that the Director of the Budget will be required to deter- 
mine what part of such funds will be made available to DMPA and what part 
should remain to finance the operations retained under the Defense Minerals 
Administration in this Department. 

Closely related to the immediate expansion of production of today’s defense 
needs is the urgent requirement for advance thinking with respect to the future 
requirements of basic resources, such as minerals, solid fuels, electric power, and 

troleum. Expanded output in these areas cannot be attained overnight. 
Months and years are required to translate blueprints for a power generating 

lant into electric energy available for use. Similarly, much time is required 
sree the discovery of ore bodies and the availability of a metal for fabrication. 
For this reason, it is important that we look beyond immediate requirements. 
We cannot wait until large demands are upon us to begin projecting expansion in 
productive capacity. 

These are fundamental problems, and they must be faced by the defense ad- 
ministrations and my staff at the same time that great expenditures of time and 
effort are required to achieve the immediate production objectives of the defense 
program. It is a dual responsibility, and one which I feel is being discharged 
ably and in the best interests of the Nation. 

I have given you an outline of some of the broad considerations involved in our 
defense activities. The details of Interior’s defense programs are contained in 
the justifications which are before the committee. hese justifications will be 
supported by the representatives of each of the defense administrations who have 
expert knowledge of the industrial fields to which their programs relate. They 
will be available whenever the committee wishes to have them appear for a dis- 
cussion of their programs and problems. 


Secretary CuapMaNn. A year ago, Mr. Chairman, in frank recogni- 
tion of the fact that our survival as a free nation depends upon the 
power of our arms and a strong domestic economy, the Congress 
passed the Defense Production Act. We have made tremendous 
strides toward the production goals then envisioned. We must not 
now lose sight of these goals, or of the fact that, fundamentally, the 
conditions which brought about the mobilization program still exist. 
We still must build up our military might and develop an economy 
that can withstand the stresses which accompany that build-up. The 
need for expanded development of the Nation’s basic resources is no 
less urgent today than it was last summer. 

Responsibility for the defense production program with respect to 
petroleum and gas, electric power, minerals, solid fuels, and com- 
mercial fisheries products has been delegated to the Secretary of the 
Interior. In discharging these responsibilities, I have called on the 
regular agencies of the Department to furnish both personnel and 
technical assistance to the fullest possible extent. It has been neces- 
sary, however, to perform new and additional functions. To perform 
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these additional functions, I have established a Defense Production 
Staff in my immediate office and five defense administrations. I 
would like to explain those five administrations which I have 
established. 

Chairman McKe tar. I wish you would. If you want to depart 
at any time from your statement, it will be printed like you want it. 


DEFENSE AGENCIES UNDER THE INTERIOR DEPARTMENT 


Secretary CuapMan. Thank you. Those five defense agencies con- 
sist of, first, the Petroleum Administration for Defense. The petro- 
leum industry is a tremendously important one, as you know. 

The next is the Defense Flectric Power Administration. This is the 
claimant agency for all electric-power programs, both public and 

rivate. 
r Then there is the Defense Solid Fuels Administration, which 
handles the coal and coke program. 

Then the Defense Fisheries Administration; and then, the Adminis- 
tration with the most complicated job of all, the Defense Minerals 
Administration. I am including in my request, also, the funds that 
Yn, cover my top Defense Production staff. That is all I am asking 
or. 

Administrators of each of these units will testify here as you will 
need them to justify their own requirements for their own agencies. 

Senator Haypven. Is this situation similar to what was done during 
the war? 

Secretary CHapMAN. Yes; quite similar. During the last war, we 
had the Petroleum Administration for War, and the Secretary of the 
Interior was the Administrator. You have exactly this same thing 
now, 

The Solid Fuels Administration was another we had during the war. 

We are trying to provide services from the Department of the 
Interior to these new temporary functional agencies. I say ‘‘tempo- 
rary,’’ because it is obvious that we all hope the need for these agencies 
will terminate some day. But we do need them now, and they are 
comparable, Senator, with what existed during the war. 

Senator Haypen. My understanding was that as a result of what 
was done during the war there was most excellent cooperation between 
the Government and the private industries affected: the coal industry, 
the oil industry, and so on. 

Secretary CuapmMan. That is right. You have to bear in mind, in 
setting up these functions that deal with controls, that we have to 
bring to the Government the very top men in those industries to 
help us. Men of ability and an understanding of each industry must 
be recruited for these positions. I think I have been fortunate in 
securing the services of top men in their respective industries to help 
us. I think that when you hear them testify before the committee 
you will realize that they are excellent men. 


SERVICES WITHOUT COMPENSATION 


Fortunately, Congress last year gave us authority which permitted 
us to appoint some of these men without compensation , and yet 
permits them to receive remuneration from their own companies, in 
order to carry their expenses, and to retain whatever relationships 
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they had. However, a man serving as an administrator on this basis 
has no dealings with his company under this plan. Any matter 
which would normally require his action as administrator would be 
referred to me for action if his own company was involved. He 
would not sign a contract or have any direct relationships of a con- 
tractual nature with his company. But by giving us a ies hand to 
employ these people, and letting them give us their services, the 
Congress has enabled us to get the top men in the industry to come 
in and help us. I think it is that factor as much as, if not more 
than, any other one factor that accounts for what I think has been 
a successful administration of these programs in the Department. 
But you can understand, Senator, that when one has five separate 
agencies dealing with and representing great investments of the 
people’s money, somebody at the top who has the ultimate responsi- 
bility has to have some staff to help him keep the related matters 
and the channels straight. I have to have such a staff. That is 
why I am seeking the funds for the top staff in order that I may 
retain these experts. 


RESTORATION OF HOUSE REDUCTION 


Chairman McKe.tuar. The House struck out from lines 10 to 14 
on page 27 of the bill which would have appropriated $5,250,000 for 
this purpose. 

Secretary CHapMAN. That is right. 

Chairman McKetiar. And you want it restored? 

Secretary CHAPMAN, That is right, Senator. The problem is this: 
The House naturally expects, and they want to save money. I ap- 
preciate that. I am not averse to it. 

Chairman McKeuuar. You ought to be careful. 

Secretary CHapMANn. We have to be careful. 

Here is the problem we are faced with. The Congress felt that we 
could absorb this out of our regular appropriation. My regular 
appropriation was cut from the requested amount very considerably. 
It was about $53 million. With that amount of a cut, Senator, from 
my regular budget, I can only say this to you: Sure, if I should have 
to absorb, I would, but here is what would happen. It would end in 
inefficienc: vy in my office, and it would cost the Government and the 
taxpayers much more than the amount of the money requested for 
our defense activities, because of the bungling inefficiency that would 
result from the reductions in staff and functions if we lose this money. 

If I am forced to do it, of course I will do it, but I want you to know 
what the consequences of paying for defense activities out of our 
regular appropriations are going to be. 

‘Chairman McKetar. We would like to hear it. 

Secretary CHAPMAN. I am not trying to say. to you that I am.not 

oing to do this or that; I am going to do whatever Congress directs. 
But] I want you to know the consequences of what that may be. 
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SUPPLEMENTAL BUDGET ESTIMATE 


Senator Haypgen. The budget estimate was $7,000,000? 

Secretary CHAPMAN. Yes; it was. 

Senator HaypEN. The House committee allowed about $5,000,000 
and it was stricken out on the floor? 

Secretary CHapMAN. That is right. The House committee allow- 
ance was $5,250,000, and then it was stricken out on the floor. The 
requested amount that I asked for altogether was $7,245,000. 

Senator Haypen. What I am sure Senator McKellar is interested 
in is this: Do you want now the full budget estimate or the amount 
allowed by the House committee? 

Secretary CuapMAN. I am like the fellow at the door with his hat; 
if you have a piece of meat to go with the bread, I would be glad to 
have it. I will take whatever you give me. But the justification 
stands just as solid on the full $7,245,000 figure as it does on the 
$5,250,000. 

Chairman McKeuiar. How much of this would be spent for 
personnel under your scheme? Have you got that set up somewhere 
in the justification? 

Secretary CHAPMAN. Yes; we have that. Of course, Mr. Chair- 
man, when I am talking about the restoring of my central staff for 
the defense program, I am only talking about 53 people altogether. 
I do not mean that the $7,245,000 goes to the 53 people. That total 
sum is divided between the respective defense agencies of the Depart- 
ment—the Petroleum Administration for Defense and the others 
which have to have so much for their administrations. 


1951 APPROPRIATIONS 


Chairman McKe.iar. What is the amount that you got last year, 
and what is the amount that the House gave you this year? 

Secretary CHAPMAN. On this defense item, we had an allotment 
for part of last vear. It was about $2,995,000. 

Chairman McKe .uar. Last year? 

Secretary CuHapMAN. Yes. That was before we had finished 
developing the five organizations. That was in the preliminary 
period, you understand. 

Senator Haypen. My recollection was that we gave you the money 
along rather late in the year. 

Secretary CHapMAN. That is correct. 

Chairman McKe.tuiar. About this time, in September. 

Secretary CHAPMAN. It was about this time before we received our 
allocation. That is all I had to spend to build the organization. But 
that was also at the time that we had not finished the necessary staffing 
of these agencies. 

Chairman McKetuar. You had the plan in contemplation before? 

Secretary CHapMAN. Yes, and the plan for each agency was pre- 
sented in full. I feel that it will cost the Government money, and it 
is going to cost the people a lot of money if the defense fund is cut out 
and I am forced to absorb it in the regu aie budget of the Department, 


because I feel I made an honest presentation of the needs for that 
budget. 
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Chairman McKe iar. You got $2,995,000 last year. 

Secretary CHAPMAN. Yes. 

Chairman McKe.uiar. And how much this year? 

Secretary CuapMaANn. We are asking for this year $7,245,000. 

Chairman McKeguuar. And the House allowed you what? 

Secretary CuapmMan. The committee allowed $5,250,000. 

Chairman McKe tar. It was all stricken out? 

Secretary Cuapman. Yes. I am sure they were going on the theory 
that I could absorb it in my present regular appropriation. I could 
not possibly function on that Sein. 

You are interested in total personnel of what this thing means when 
you are talking about money. 

Chairman McKe.uar. Yes, sir. 

Secretary CHapMAN. Naturally we started staffing these organiza- 
tions after the Defense Production Act was passed, and we began the 
work of developing the programs. We picked the top men in the 
industry to come in and help us, and they in turn began to get top 
personnel to join the administration. The total personnel for the 
Office of the Secretary—that is, for the staff unit in the Office of the 
Secretary dealing with defense matters only—and the other defense 
agencies were 741 persons as of August 24. I do not think anybody 
can make a better record of service with such a small Siamaber of 
emplovees. 

Chairman McKetuar. We have one here, but it is not exactly 
applicable, I will admit. Something was said about the money bein 
expended by the head of this Department; it was $600,000,000, an 
he laid great stress on the $600,000,000. I asked Mr. Smith to come 
around and asked him how many people he had under him. He said 
he had under him 15 people. How much did he spend this year? 
He said $58 billion. That is quite a difference. 

Secretary CHAPMAN. It is quite a difference. In my statement, 
Senator, I was going to refer to the fact I would like to see restored 
in the Interior portion of this bill the Vemiejo Reclamation project 
estimate and consideration given to the $5,000,000 estimate for 
reclamation for flood-control dams in the Kansas area. 

Chairman McKetuar. You have those segregated. 

Secretary CuapMan. Yes; I asked Mr. Lineweaver to testify on 
the details on that. He has the record for reclamation. I wanted 
you to know that I think they are seriously important enough that I 
wanted to mention to you myself that we want those considered 
seriously in this restoration. 


POWER PROGRAM 


Now, Senator, I am just speaking on a few of the high lights of our 
problem. You will call on each of the administrators to give you the 
details of what they are spending, what they need, and how they 
want to use the part of the $7,000,000 they need. I want to give you 
a little information here on the electric-power situation. 

Mr. Fairman, who is the Administrator of the Defense Electric 
Power Administration, can give you the full picture, but this will 
give you an idea of the real problem we are facing in that area. 

The capacity for 1950 was 69 million kilowatts. The projected 
program by the industry for 1953 is 96 million kilowatts. at is 
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rojected as an expansion that they would normally need to make. 
Roemelly: I mean in the terms of this crisis being upon them, too. 
That gives you a high light of this program. 

I use those figures only as an illustration of what the industry itself 
will have to expect to do and what it is planning to do in the next 3 
years to meet the demand. It indicates the need for intense coordina- 
tion of the Government’s program with regard to the electric power 
administration. That adds up administrative problems as we go 
along. 

When we were talking here about 741 people, I should have said to 
you that this program will have to be established a little bit more in 
some of these agencies administering the defense program. I am sure 
some of them have not finished staffing for their needs. Some of them 
may have all they need now. The thing that we need more than any- 
thing else is a quick clearance of our financial position so that we know 
what we can do, and so we can move ahead with our plans and pro- 
gram. If we are caught behind for 30 days or for any length of time, 
it is going to create a serious problem for us. If we should not get 
the money at all, of course, a very serious problem indeed would be 
created. Long delays would cause trouble for us, for we would not 
know what our plans will be, and we would not know how we can pro- 
gram the money for next year. 


SOLID FUELS PROGRAM 


I only cited the electric-power problem as an example. I could cite 
many more. There is another problem, for the solution of which I look 
to the Defense Solid Fuels Administration. It does not have a very 
large staff at the moment. It may have to increase its staff at any 
time if some crisis should develop in the coal situation. Sometime 
transportation difficulties might arise, and the coal situation could 
change overnight. 

Senator Haypen. My impression about coal is that there is not 
any difficulty about mining it so much as it is getting it from where 
it is mined to where you need it. 

Secretary CuapMAN. That is the principal problem, transportation. 

Senator Haypren. There are not enough coal cars. 

Secretary CHapMAN. That is right. 1 have forgotten the number, 
but there is a very large shortage of coal cars for transportation. 

Senator Haypsen. Your agency allocates those cars? 

Secretary CoapmMan. We do not allocate the cars, but we will 
make a request upon the Interstate Commerce Commission, Defense 
Transport Administration, as a claimant agency. We make a claim 
for what the coal people need. 

Senator Haypren. The coal people bring in on your administration 
the needs of the industry throughout the United States? 

Secretary CHapMAN. That is right. 

Senator Haypen. You evaluate that, consulting with the repre- 
sentatives of the industry, and then you pass out, now this is the way 
to distribute these cars, and recommend it be done that way? 

Secretary CuapMaNn. We have to go to Mr. Knudson, who is really 
the defense transportation man, oa present our claim to him as to 


this industry’s needs. He in turn will help make the allocation of 
cars. Depending on our argument, whether it is forceful enough, we 
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get a reasonable share of the transportation. So far we are getting 
along pretty well with it, but we may have trouble. 


POWER PROGRAM 


Chairman McKetuar. Mr. Secretary, going back to electricity for 
just a moment, practically all of our public electric companies pay 
their income into the Treasury of the United States and get appro- 
priations from the Congress. 

Secretary CHapman. All of ours do, Senator. 

Chairman McKeuiar. Do you approve of that? 

Secretary CHapMAN. Yes, sir; I do. 

Chairman McKe..ar. I think it should be done. 

Secretary CHapMAN. As you know, we do that in the Department 
of the Interior in’accordance with the act which established the Bonne- 
ville Power Administration. 

Chairman McKetiar. Out West we do that, but we do not in 
Tennessee, for instance, and I think it should be done, probably. I 
think it is better government. 

Secretary CHAPMAN. We turned in last year, I think, $60,000,000 
revenues from power. 

Chairman McKe.uar. From the various dams that Mr. Hayden 
i Mr. Cordon, and these other gentlemen have gotten for the great 

est. 

Secretary CHapMAN. That is right. I think that figure was 
$60,000,000 revenues for power alone. 

Chairman McKe tar. I think so. 

Senator Corpon. Mr. Chairman, the Senators from the great West 
are happy that the Congress got it for them. 

Secretary CHapMAN. We are, also. 

Chairman McKetiar. That is putting it mildly and putting it 
modestly, as my friend always is. 

Secretary CHAPMAN. I would like to say that I have been extremely 
pleased with the sympathetic hearings that I have had before com- 
mittees consisting of eastern Senators and Congressmen. I want to 
say that they have been most patient to listen to us sometimes 
when we have probably been boresome, but they have heard us out, 
and I have tried hard to make our case clear. 

Chairman McKettar. I think you have made tremendous strides, 
Mr. Secretary, and I hope you continue to. 

Secretary CHapman. Thank you. 

Chairman McKe var. I do not know what you want to set up in 
your Department for electricity, but it may be worked out. We have 
made tremendous strides, and it is almost a natural monopoly. 

Secretary CHAPMAN. That is the reason that I referred to the fact 
that I do not want to overlook the importance of those reclamation 
dams in Kansas that we have asked to be restored, because I think 
they are very important. 

Chairman McKe.iar. Suppose you make a general statement. 

Secretary CuapMan. I have asked Mr. Lineweaver to come here 
and testify in detail. I think they are very vital and important. 
Those are the kinds of expenditures that will actually repay them- 
selves. They are not dead-end expenditures. I think that these 
dams ought to be developed now and ought to be moved forward as 
quickly as we can move them. 
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Chairman McKe.uar. Speaking particularly, there is a dam that 
has not been built yet, but they call it the Tuttle Creek Dam. The 
engineers are very insistent, and we have a very fine body of engineers, 
that that dam be built, and they said if it had been built there when 
it was authorized 3 or 4 years ago, it would have saved Kansas City 
this time, and I expect they are right about it, because I have respect 
for their views. Of course, that could not be anything but an opinion 
one way or the other. But anyway, I imagine you are in favor of the 
Tuttle Creek Dam. 

Secretary CuapMan. I am. 

Chairman McKe .uar. And there are two other dams, one to be 
built on either side of the valley, and that way protect the lowlands 
below. 

Secretary CHAPMAN. Senator, for the first time that I can remember 
in my 18 years of experience in the Government that a Secretary of 
the Interior ever came before an Appropriations Committee and 
testified for the Corps of Engineers budget, I came up and I testified 
for their appropriation on their dams. I specifically went into them, 
and I had studied them. It was not just by accident. I had gone 
over them very carefully. They were so related to a general plan 
of development that I felt they were necessary. I remember specifi- 
cally the Old Hickory Dam in Tennessee. I just mention those that 
I happen to think of. I refer to this here to show you that I am not 
thinking of it as a jurisdictional matter, but rather what is the best 
for the general good of our people. 

Chairman McKe.tuiar. What is best for our dotntiy. 

Secretary CHapMAN. That is right. I hope the dams will stay in 
the bill, and I hope that they do not get taken out. 

Chairman McKetuar. I think there are two gentlemen sitting 
opposite who agree. 

Secretary CHapMAN. Mr. Chairman, I am going to leave with the 
brief statement that I furnished for the record. The administrators 
of the defense administrations are here. Mr. Bruce Brown is here 
for the Petroleum Administration for Defense. I do not know how 
you have your order of witnesses or how you want them, but it does 
not matter. But since you have a room full of witnesses, I will not 
take any more of your time. 

Senator Corpon. You have the witnesses here for the supplemental 
for the Bureau of Land Management and the Bureau of Reclamation. 

Secretary CHapMAN. Yes. Mr. Lineweaver is here for the Bureau 
of Reclamation, and other witnesses are here for the other items. 

(Discussion off the record.) 

Chairman McKee iar. Senator Carlson, do you wish to be heard? 


EmerGeNcy FLoop ContTrROL 


STATEMENT OF HON, FRANK CARLSON, A UNITED STATES 
SENATOR FROM THE STATE OF KANSAS 


FLOOD CONTROL PROJECTS ON SOLOMON AND SALINE RIVERS, KANS. 


Senator Cartson. Mr. Chairman, I am deeply indebted to Secre- 
tary Chapman for coming up here, and appearing before the commit- 
tee, and presenting his approval of the budget recommendations for 
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a supplemental appropriation for some reservoirs on the Solomon and 
Saline Rivers in Kansas. These are four authorized reservoirs. The 
funds that are recommended, as I understand it, by the Bureau, 
would commence construction on one and furnish money for the 
others. They are needed projects. I am advised that 20 percent or 
more of the water that came down the Kaw River, which was so 
destructive at Manhattan, Topeka, Lawrence, and Kansas City came 
from these two streams, and therefore it would be most important if 
we could impound some of this water. 

While I am not an engineer, I am informed that even the great 
velocity of the water we had during the flood, instead of scouring the 
streams, has reduced the carrying capacity, and the floods will be 
more prevalent than in the past. 

With that short statement and because of pending legislation on 
the Senate floor in which I am personally interested, if Petes have 
permission, I should like to submit this statement to follow my 
remarks. I would appreciate it very much. 

Chairman McKe iar. Very well. 

(The statement referred to is as follows:) 


Kansas River Basin Emercency Fioop-ControLt SupPpLEMENTAL REQUEST 


Mr. Chairman, the recent disastrous floods in the Kansas River Basin during 
July and the present threat of repetition of these floods again emphasizes the 
necessity for immediate action to control the Kansas River and its tributaries if 
the heavy losses recently experienced are to be prevented from recurring. The 
history of the Kansas River Basin indicates that high-water conditions are to be 
expected every few years and the increasing industrialization and development of 
the area make the flood losses increasingly more expensive. 

Not only that, but the recent floods, with the high volume of water and great 
velocity, reduced the carrying capacity of the river channels. One would assume 
that the velocity of the flood waters, which at times I am advised reached 15 or 
more miles per hour, would scour out the streams, deepen the channels and enlarge 
their capacity, but I am advised that the effect was in reverse. 

The carrying capacity of the river channels are being reduced and that means 
that the flooding of the river channels will occur more frequently. It is imperative 
that steps be taken to prevent, insofar as possible, a future recurrence of the dis- 
asters of 1935 and 1951. 

We are now considering a supplemental request by the Bureau of Reclamation 
for the construction of certain flood-control facilities in the Kansas River Basin. 
In my opinion the program proposed in this supplemental is an absolute minimum 
since it requests funds to initiate construction of one dam during the current fiscal 
year and funds for continuation of investigations of three others, as well as over-all 
studies of the Solomon and Saline River systems. 

The need for flood control in this area is so critical that I believe the Bureau of 
Reclamation should be urged to make every effort to initiate construction as soon 
as possible on the flood-control dams described in its supplemental request. 

Stream records on the Solomon and Saline Rivers this year demonstrated the 
need for immediate action. The citizens of these river valleys suffered extreme 
flood losses and damage, and I am advised by the engineers that 20 or more 
percent of the flood waters that were so destructive in the rural and urban areas 
of the Kaw were from these two streams. 

Had we been able to reduce the flood volume on the Kaw River from these 
watersheds, it would have materially affected flood heights on that stream. 

While the construction of Kirwin Dam is a start in the right direction, I believe 
that the additional flood storage provided by Webster, Wilson, and Glen Elder 
Dams is equally important for the security of the residents of the Solomon and 
Saline River Valleys and, by reduction of peak flows, to the residents of the main 
river systems which are fed by these tributaries. 
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I understand that preliminary investigations for the last three named reservoirs 
are well under way and that the funds requested will be used for the collection of 
final engineering data for the preparation of construction plans. 

I am told that in addition to construction of the Kirwin Dam it might be possible 
to initiate construction on one or more of the other dams if authority to take this 
action is granted. Even if the construction of the main structure could not be 
initiated during the current fiscal year, much could be done on the construction of 
access roads and other preliminary construction activities which would expedite 
completion of the feature as a whole. 

Because of the extreme need for these flood-control structures and to expedite 
their completion, I suggest that the Bureau of Reclamation be authorized to 
advance as rapidly as possible on the investigations of Wilson, Webster, and Glen 
Elder Dams and if possible to initiate their construction during fiscal year 1952. 

The work proposed is a part of the Pick-Sloan plan for the development of the 
Missouri River Basin as a whole. The action I propose in no way conflicts with 
the over-all plan, but on the contrary, advances one more segment of it toward 
completion. All of us, I an sure, look forward to the day when the flood threat to 
residents of the Missouri River Basin no longer exists. I believe that the passage 
of the supplemental request now before us will be a substantial contribution 
toward this goal. 

The program for the control of floodwaters on the main and tributary streams 
of the Missouri River Basin are being carried on cooperatively by the Corps of 
Army Engineers and the Bureau of Reclamation. 

Our citizens interested in the future welfare of our State are insisting that we 
get immediate action on the proposed dams ‘and reservoirs for impounding water, 
and in addition secure a complementary program which will control the runoff 
of water at its source. 

The citizens of our State will feel secure only when this type of a coordinated 
program is not only initiated, but carried into completion. 

As proposed by the Bureau of Reclamation, construction of Kirwin, Webster, 
Wilson, and Glen Elder Dams could be completed in 3 to 4 years if construction 
is initiated now. 

In my opinion this supplemental request for immediate construction of Kirwin 
Dam and construction of Webster, Wilson, and Glen Elder as soon thereafter as 
possible is the absolute minimum which we can conscientiously approve. Losses 
caused by any of the major floods of past years have exceeded the estimated cost 
of the structures involved. Residents of the Kansas River Basin and the Missouri 
Basin as a whole are entitled to at least this minimum of protection. 


DAMS REQUESTED TO BE CONSTRUCTED 


Chairman McKe tar. I do not believe there would be much oppo- 
sition to it, but I never know what the Senate will do. Nobody 
knows that. 

Senator Haypen. Apparently four dams, Kirwin, Webster, Wilson, 
and Glen Elder, are included in this. 

Senator Cartson. When you give consideration to these items, I 
hope it may be possible in some way to write into the report a provi- 
sion that would authorize the Bureau of Reclamation to use the funds 
as they best saw fit, as they know the problem out there. 

Chairman McKer.uar. We could not very well do that, but we 
will do something about it. 

Senator Caruson. I thank you very much. 

Chairman McKetziar. I am sure whatever will be done will be 
satisfactory to you and Secretary Chapman. 

Senator Caruson. Thank you. 
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BurEAU OF RECLAMATION 


MISSOURI RIVER BASIN PROJECT 


STATEMENTS OF GOODRICH W. LINEWEAVER, ASSISTANT COM- 
MISSIONER, BUREAU OF RECLAMATION, DEPARTMENT OF THE 
INTERIOR; AND A. A. BATSON, REGIONAL DIRECTOR, REGION 7, 
DENVER, COLO. 


CONSTRUCTION AND REHABILITATION 





KIRWIN DAM AND WEBSTER DAM, KANS. 





Chairman McKetuar. At this point in the record we will insert 
the justification. 
(The justification referred to is as follows: ) 


CONSTRUCTION AND REHABILITATION 
(Budget estimate, $224,090,000 plus supplemental estimate, $5,000,000) 
(House hearings, none) 
Page 9, after line 9, insert the following: 
“BuREAU OF RECLAMATION 
“CONSTRUCTION AND REHABILITATION 


“For an additional amount, fiscal year 1952, for ‘Construction and rehabili- 
tation,’ $5,000,000, to remain available until expended.” 


HOUSE REPORT 
The House committee did not consider this item. 
JUSTIFICATION 


The amendment requests a supplemental estimate for this appropriation in 
the amount of $5,000,000. This amount is distributed to activities as follows: 





Activity Budget esti- | Supplemental 


| mate, 1952 estimate, 1952 

Missouri River Basin project, Kansas River Basin emergency flood | | 
control _- a Seek nn bninied dade seve tote . 0 | $5, 000, 000 
All other activities Satcdeusbees actheowh pee a ae. ee Rae $224, 090, 000 | 0 
eens cisterns 224, 000, 000 | 5, 000, 000 





The Missouri River Basin project was authorized by the Flood Control Act of 
December 22, 1944, Public Law 534, Seventy-eighth Congress. The plan on which 
Public Law 534 was based is outlined in Senate Document 191 which, as revised 
by Senate Document 247, became the coordinated plan of the Bureau of Reclama- 
tion and Corps of Engineers for the development of the Missouri River Basin. 

The dams considered in this supplemental request are all located in the Kansas 
River Basin on the Solomon and Saline River systems, in north-central Kansas. 
They are primarily earth-fill structures requiring relatively little critical material. 
The structures, when completed, will comprise a portion of the contemplated 
ultimate comprehensive plan for the Missouri River Basin developed by the 
coordinated efforts of the Corps of Engineers and the Bureau of Reclamation and 
will aid materially in reducing flood damage in the areas downstream. In addition 
to the primarv flood-control function thev will contribute new agricultural land 
critically needed for the expanding national economy. 
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The combined reservoirs of the four dams described hereinafter will provide 
irrigation and flood-control storage of 1,238,000 acre-feet and flood superstorage 
of 680,000 acre-feet. 

The requirement for immediate flood control in the Kansas River Basin makes it 
imperative that storage for flood control be provided at the earliest possible date 
and prior to the development of irrigation facilities. Accordingly, it is planned 
to undertake construction of these dams initially for flood control only and without 
the formation of irrigation districts or repayment contracts for the portion of the 
storage works that may later be allocated to irrigation. 

Individual descriptions are as follows: 

Kirwin Dam, to be constructed across the North Fork of the Solomon River, 
upstream from Kirwin, Kans., will be a rolled earth-fill structure with rock riprap 
on the upstream slope of the dam and rock fill on the downstream slope. The 
dam will be 7,000 feet in length at the crest of the dam, and it will have a maximum 
height of 107 feet above the stream bed. The reservoir created by the dam will 
have a gross capacity of 365,000 acre-feet, allocated as follows: Flood control, 
105,000 acre-feet, superstorage, 165,000 acre-feet; irrigation storage, 80,000 acre- 
feet; fish and wildlife and silt retention, 15,000 acre-feet. Construction of this 
dam would have controlled the entire flood on the North Fork of the Solomon 
River that contributed to the recent disastrous floods in Kansas and Missouri 
this year, 1951. The reservoir will ultimately provide for the irrigation of 11,500 
acres which are located on the north and south sides of the Solomon River in 
Phillips and Smith Counties, Kans. 

Webster Dam, to be constructed on the South Fork of the Solomon River, 
upstream from Stockton, Kans., will be 9,160 feet in length at the crest of the 
dam and it will have a maximum height of 97 feet above the stream bed. The 
reservoir created by the dam will have the following capacities: Irrigation and 
sediment, 128,000 acre-feet; flood control, 97,000 acre-feet; superstorage, 66,000 
acre-feet; total capacity, 291,000 acre-feet. Storage will be provided for irriga- 
tion of 9,000 acres. 

Wilson Dam, to be constructed on the Saline River north of the town of Wilson, 
Kans., will impound flows of the Saline River, principal tributary of the Smoky 
Hill River. Plans call for a gated, rolled earth-fill structure of 120 feet above 
stream bed, having a crest length of 4,850 feet. The reservoir created by the 
dam will have the following capacities: Total capacity, 614,000 acre-feet; flood 
control, 145,000 acre-feet; irrigation and conservation, 243,000 acre-feet; and 
superstorage of 226,000 acre-feet. Storage for irrigation will be provided so as to 
be able to supply water which may ultimately be needed for about 23,000 acres 
in the Saline and Kansas River Valleys. 

Glen Elder Dam, to be constructed on the Solomon River west of Glen Elder, 
Kans., will be a rolled earth-fill structure with rock riprap on the upstream slope 
of the dam. The structure will be 10,550 feet long and will have a maximum 
height above stream bed of 105 feet. The reservoir created by the dam will have 
a maximum capacity of 648,600 acre-feet, allocated as follows: Irrigation and 
conservation 242,600 acre-feet; flood control 183,000 acre-feet; and superstorage 
223,000 acre-feet. Storage will be provided for the irrigation of 26,000 acres 
along the Solomon River in Mitchell, Cloud, and Ottawa Counties. 

The flood-control allocations for these dams will be nonreimbursable. The 
dams will be constructed and operated initially for immediate flood-control bene- 
fits, pending the later development of irrigation facilities and the negotiation of 
irrigation repayment contracts. 

Construction of the Kirwin Dam as an integral unit of the comprehensive plan 
for development of the Missouri River Basin project has been delayed as a result 
of the prevailing no-new-starts policy. The remaining dams have been under 
limited investigation. Construction schedules for the proposed dams have been 
developed consistent with the current status of engineering plans and their rela- 
tive value as flood-control structures. The status of the separate dams and their 
proposed date for initiation of construction are as follows: 

Kirwin Dam: Designs and specifications are essentially complete. Initial 
construction is scheduled for January 1952. 

Webster Dam: Preliminary information is available. Detail data are required 
for design. Initial construction is scheduled for October 1952. 

The regular fiscal vear 1952 funds will provide for the near completion of de- 
signs and plans for the Kirwin Dam. This will include plans for railroad reloca- 
tion. 

In addition to the specific program for preconstruction work on Kirwin Dam 
the fiscal year 1952 program of investigations includes funds for broad-scale 
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studies of ~Kansas River Basin water-resource problems. Investigations to 
determine the location and design of dams for control of floods on the Solomon and 
Saline River systems are a part of these studies. 

FP The supplemental funds requested for fiscal year 1952 will provide for prepara- 
tion of final designs, issuance of plans and specifications, award of contracts, and 
initiation of construction of Kirwin Dam. The supplemental funds will also pro- 
vide for collection of field data and initiation of preparation of plans and specifica- 
tions for Webster, Wilson, and Glen Elder Dams. Preconstruction activities on 
these three dams during fiscal year 1952 are scheduled to lead to issuance of 
specifications and initiation of construction early in the following fiseal year. 

In addition to the investigations of specific dams, a relatively small portion of 
the supplemental funds requested will be used for the continuation of studies and 
investigations to determine the optimum plan for coordination of the various 
structures proposed for control of floods on the Solomon, South Fork of the 
Solomon and Saline Rivers. 

A supplemental appropriation is required in order that the Bureau’s technical 
and engineering organization can initiate construction on Kirwin Dam and ad- 
vance designs and specifications on an additional three dams located in the Kansas 
River Basin. 

Construction of the dams herein proposed by the Bureau in conjunction with 
construction of other flood-control dams proposed by the Corps of Engineers will 
comprise a significant step toward development of the most practicable known 
plan for control of floods in the Kansas River Basin, It will be through the con- 
struction of the proposed dams under the coordinated Army-Reclamation (Pick- 
Sloan) plan that the Bureau of Reclamation can make the greatest contribution 
to flood protection in the Kansas River area or on similar tributaries. Heavy 
losses due to floods occurring with unfailing regularity will continne to be suffered 
by areas contingent to stream and river areas in the Kansas River Basin until 
such time as the comprehensive plan for that basin as set forth in Senate Docu- 
ment 191 is accomplished. The reoccurrence of flood conditions is evident from 
the recent disastrous flood and a similar flood occurring within the basin during 
1935. Losses occasioned by these floods alone greatly exceed the cost of con- 
struction of proposed flood-control measures. 


BREAKDOWN OF SUPPLEMENTAL ESTIMATE 


Chairman McKe tar. Will you proceed, please. 

Mr. Linewraver. The budget estimate that was sent up by the 
President carries $5,000,000, of which $3,200,000 is for Kirwin Dam 
construction on the North Fork of the Solomon River in Kansas. 
The remaining $1,800,000, the budget estimate says, is for planning 
to determine the most suitable locations, capacities, and designs for 
dams and reservoirs urgently needed to control floods originating on 
the South Fork of the Solomon River, the main stem of the Solomon 
River, and the Saline River. 

Senator Corvon. Mr. Lineweaver, will you go over that statement 
of divisions of requested funds again? You are requesting $5,000,000. 


CONSTRUCTION FUNDS c 
Mr. Lineweaver. We are asking $3,200,000 for construction on - 


Kirwin Dam. 
Senator Corpon. How much for Webster Dam? 


PLANNING FUNDS 


Mr. Lineweaver. There is $1,800,000 lumped for planning to de- 
termine the most suitable location, capacities, and designs fordams 
and reservoirs urgently needed to control floods originating on the 
South Fork of the Solomon, the main stem of the Solomon, and the 
Saline River. 








SUPPLEMENTAL APPROPRIATIONS FOR 1952 497 


May I say in explanation of that, our understanding is that that 
$1,800,000 was to be devoted toward advancing of preconstruction 
work on Wilson Dam, Webster Dam, and Glen Elder Damn. 

Chairman McKeuziar. That has nothing to do with the $5,000,000? 

Mr. LineweEaver. Yes, sir; it is part of it. 

Senator Corpon. How can you use it for investigation and precon- 
struction, both? Do you mean that preconstruction has to do with 
investigation that precedes any construction work? 

Mr. Lineweaver. Yes, sir. 

Chairman McKe.uar. The first is to locate the dam. It is a 
location proposition. You have to locate the dam and you have to 
investigate the territory. 

Mr. Lineweaver. Yes, sir. The reason the justification was pre- 
pared in the manner in which it was, Senator Cation, is because of 
our understanding that the $1,800,000 was to be directed primarily 
toward preparing these three additional dams for construction. 
These are Wilson, Webster, and Glen Elder. Kirwin Dam, which is 
the one for which $3,200,000 is allocated by the Budget Bureau in 
the estimate, would be an earth-fill structure with rock ripraps on 
upper slope of the dam and rock filled on the downstream slope. I 
will not repeat the details except to say it will have a gross capacity 
of 365,000 acre-feet. 

Most of the field work and data have been prepared, the designs 
are under way and construction is to start if the funds are provided 
along in the spring. 

Senator Haypren. You say you have advanced the Kirwin Dam"to 
a place where it would be possible to let a contract forfconstruction 
and they could begin work in the spring? 

Mr. Lineweaver. That is right. 


CONSTRUCTION PLANS 


Senator Corpon. Have you the construction plans made? 

Mr. Lineweaver. They are being gotten in shape, but they will be 
perfected and advertised for bids early in the calendar year and the 
contract will be awarded in the spring. 

Senator Corpon. This is the first time that the Kirwin Dam has 
come to my attention, and I think the record, Mr. Chairman, ought 
to be rather complete with reference to the total cost of it, the amount 
that is to be nonreimbursable, because of flood-control factors, the 
amount that is to be reimbursable, and what, if any, arrangements 
have been made with reference to that reimbursement. 

You say you have 365,000 acre-feet of water, and flood control 
represents 105,000 acre-feet. That part allocated for that purpose is 
nonreimbursable. The record should show the cost ratio with reference 
to that particular benefit. Superstorage of 165,000 acre-feet does not 
mean anything to me. I do not know what superstorage means. 
That is a new one tome. What is it? 

Mr. LineweEAver. That is for protection of the dams and to permit 
them to readjust the spillway so we will not have to have spillway 
capacity which would be more expensive than providing the super- 
storage. 

Senator Corpon. Tell me more about superstorage. What is it? 
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Mr. Lineweaver. The volume of superstorage in this case was 
adjusted so as to avoid the necessity for a more expensive spillway to 
protect the dam from washing out. We provide the superstorage in 
place of a more expensive spillway. 

Senator Corpon. You mean to say you are putting in a smaller 
spillway; therefore you have got to have a greater reservoir capacity 
in order to let the water out at a lesser rate over a greater period of 
time? 

Mr. Lineweaver. Yes, sir. Or have more storage space to hold it 
back. 

Senator Corpon. Does it cost less to put in that superstorage and 
condemn all that area than it would to build a spillway, or is the 
thought to limit the amount of flood waters going down the river to a 
lesser maximum amount because of their effect downstream? 

Mr. Lineweaver. It works to that degree also. 

Senator Corpon. I understand it works that way. I want to know 
whether or not that is what you considered, and if so, tell us about it. 

Mr. Lineweaver. | would like to have the engineers make that 
explanation in detail. Mr. Batson, the regional director, is on his 
way up here now, Senator Cordon, and he can explain that proposition 
much more in detail. 

Senator Corpon. I hope, Mr. Chairman, that before the committee 
acts upon these that we have this rather comprehensive information, 
and I ask for the information for the reason that this is one of the 
reclamation projects which is approved by the Department, and the 
President on the request of the Department, and has no review before 
it comes here. This is the first time so far as I am concerned that I 
have heard about it, and under those circumstances I think it behooves 
this committee to place in the record comprehensive information 
with respect to all of the cost factors, and to the three appropriation 
factors that ought to be essential, which is some knowledge that if 
we impound this vast amount of water for irrigation, that it is going 
to be used, that the acre price is such that the people who would use 
it will use it, and that the Government is going to have actual reim- 
bursement, as well as a promise of reimbursement. 

Chairman McKe tuar. So far as Tuttle Creek is concerned the 
evidence has already come in. 

Senator Corpon. Oh, yes. I am speaking of Kirwin. 

Chairman McKetiar. Let me ask you this: These are not dams 
that the opponents of the engineers want to build out there, are they? 
You see, there are two factions. The Tuttle Creek Dam has acre-feet 
of something like 46,000. If they build the four or five dams that 
the people out there say they want, it will take 54,000 acres. That is 
the difference. There seems to be a fight between two communities 
and a third community—Tuttle Creek will be in the third—as to 
where the dam shall be built. No man likes to give up his home. 


LOCATION OF KIRWIN DAM 


Mr. Lineweaver. No, sir. Senator, may I point out that Tuttle 
Creek, to be constructed by the Corps of Engineers, is away over to 
the eastward, and this Kirwin Dam is on the North Fork of the 
Solomon a couple of hundred miles westward. 

Chairman McKe.var. They are the ones that the engineers want. 
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Mr. Linewraver. No. These are allocated to the Bureau of 
Reclamation under Senate Document No. 191. 

Senator Corpon. They are a part of the agreed-upon Pick-Sloan 
plan for the Missouri and its tributaries? 

Mr. LiInEWEAVER. Yes, sir. 

Chairman McKe tar. That is all I want to know. 

Senator Corpon. On that agreement these dams are deemed to 
have irrigation value, and therefore reclamation values. 


TOTAL AND EXPENDED COSTS OF KIRWIN DAM 


Mr. Linewraver. That is right. This program, Senator Cordon, 
is primarily flood control by reason of the emergency that has been 
created, and to which Senator Carlson alluded. I will be glad to 
submit for the record, Mr. Chairman, the information asked for by 
Senator Cordon. The total estimated cost of Kirwin Dam is 
$13,975,000, of which $355,009 has been spent up to June 30 on 
preliminary work, field data, and preliminary work, designs, and 
matters of that kind. 

(The information referred to is as follows: ) 

The total estimated cost of Kirwin Dam is $13,975,000 of which $7,441,000 is 
allocated to flood control and consequently nonreimbursable. The balance allo- 
cated to irrigation (including a small amount to Fish and Wildlife) is reimbursable— 
by the local irrigators (up to their ability to repay) and other revenues of the 
Missouri River Basin project. Repayment contracts will be negotiated with the 
water users prior to their being served with water from the reservoir; in the mean- 
time the reservoir construction should get under way as a flood-control measure. 
Chairman McK euuar. Is that a multiple-purpose dam? 

Mr. LINEWEAVER. Yes, sir. 

Senator Corvon. You say you spent how much? 

Mr. Lineweaver. $355,000. The total estimated cost completed 
$13,975,000. 

Senator Corpon. It will be late in this year before you can let a 
contract on that? 

Mr. Lineweaver. What we propose to do, Senator Cordon, would 
be to let contracts in order to expedite the construction for segments 
of the dam. 

Senator Corpon. When was the estimate of construction costs 
made? 

Mr. Lineweraver. This is a current estimate. I inquired about 
that yesterday. The regional director and the Chief Engineer both 
agreed that this was the best estimate that could currently be de- 
veloped, and this was forwarded to us from Denver, within the last 
month. 

Senator Corpon. There is no possibility of developing power here? 

Mr. Lineweaver. No, sir, there is no power. 

Senator Corpon. Let me ask you one other thing, if you have it; 
if not, put it in your statement. 

Mr. LiINEWEAVER. Yes, sir. 


1 


DR 


FISH AND WILDLIFE PROGRAM 


Senator Corpon. I cannot understand why, if you are going to 
impound 365,000 acre-feet of water you need to impound 15,000 
more for the benefit of Fish and Wildlife. It would appear that you 
could raise a lot of fish in that 350,000 acre-feet of water. 
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Mr. Linewnaver. That is for fish and wildlife and silt detention, 
Senator Cordon. Silt in that stream is not very heavy, as I under- 
stand it. Under the agreement that has been worked out with the 
Fish and Wildlife Service, and I understand the local people in Kansas 
are interested in that rather minor allocation of storage space for fish, 
and we are concerned with capacity for silt detention. 

Senator Haypmn. Let us see how that works. You build a dam of 
350,000 acre-feet, let us say, and it is contemplated that there will be 
at the bottom of that dam always a lake. 

Mr. LiInEWEAVER. Yes, sir. 

Senator Haypren. Of some 13,000 acre-feet. You just never will 
drain it dry. 

Mr. Lineweaver. That is right. 

Senator Haypen. If you do not drain it dry, of course the fish 
remain there. That capacity then will be reserved not to be used for 
irrigation and not to be used as capacity for flood control. 

Mr. Linewraver. That is right. 

Chairman McKe.uar. Now, let me ask another thing. When you 
build that dam out there, could it hereafter be made for the produc- 
tion of power? 


KIRWIN DAM FOR FLOOD CONTROL PRIMARILY 


Mr. Lineweaver. No, sir, I do not think so. Power has never 
been considered as a factor. 

Chairman McKettar. The fall is not enough? 

Mr. Linewraver. You could not develop a power head, and the 
intermittency of the flow would also be a factor. 

Chairman McKe tar. It is just a reservior for the water. 

Mr. Lineweaver. Yes, sir; primarily for flood control. 

Chairman McKetrar. And for fish, and the use of water for irri- 
gation. 

Senator Corpon. Is this a general picture of what you have there: 
You have a flood back of this dam in the tributary to it once in 20, 
30, or 50 years; therefore, you must have sufficient storage capacity 
to corral those excessive floodwaters, if, as, and when theycome. You 
will, however, begin your consideration with the creation of a 15,000 
acre-foot lake, and you will charge the cost of that to fish and wildlife. 
Until such time as a flood comes, that will be the limit of the structure, 
so far as usefulness for fish and wildlife is concerned. You then add 
to that, if, as, and when there is enough water for the purpose, 80,000 
acre-feet of water which can be drawn down for purposes of irrigation. 
As to the balance, that would depend on when the superfloods come 
Is that about the way it will work? 

Mr. Linewraver. I would state it the other way, in view of the 
fact, Senator Cordon, that we are right in the aftermath of perhaps 
the most disastrous flood that has hit the Kansas area. The primary 
purpose of Kirwin Dam is flood control. 

Senator Corpon. I understand that. I have simply put. them in 
the order I did because in the ordinary course of the operation of the 
climate in Kansas, I figure it would work that way. 

Mr. Lineweaver. Mr. Chairman, may I present Regional Director 
Batson, of Denver, in whose region these dams come? I will state 
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briefly for his benefit what has been discussed, so we will not have to 
repeat what has gone on before. Mr. Batson, I stated the names of 
the four dams; first that Kirwin was covered by the budget estimate 
of $3,200,000 for construction this year, that the field data and other 
information was being completed and in the present plan, it is indi- 
cated that bids could be advertised for the first segment of the dam 
early in the year, and a contract could be let in the spring or late 
winter; that our understanding was that the remaining $1,800,000 
in the $5,000,000 estimate was to be devoted or directed toward the 
planning of Webster, Wilson, and Glen Elder Dams. Senator Cordon 
asked for some technical and general information to be placed in 
the record, which we will do, and he also asked some other questions. 
Senator Cordon, if you would like to repeat those requests for engi- 
neering data, Mr. Batson could probably give you a more complete 
explanation now. 

Senator Corpon. I think you heard the question. My inquiry 
went to the practical aspects of this structure and the storage of 
water behind it. You heard the statement I just made, did you, or 
do you want me to repeat it? 

Mr. Barson. No, | cannot say I heard it completely. 

Senator Corvon. I suggested that it would appear to me from the 
slight information that we have here that while the structure has a 
primary purpose of storing excessive floodwaters in those rare instances 
when you have excessive floods, that ordinarily you do not have those 
floods every year, perhaps | in 10, maybe 30, maybe 50 years, I do not 
know what the record shows, but I do know that the last flood was 
the greatest that Kansas ever knew, and therefore when you prepare 
against a flood like that, you are preparing against a very rare occur- 
rence, but that inasmuch as you have set up 15,000 acre-feet devoted 
to fish and wildlife, and 80,000 feet to irrigation, it would appear that 
you proceed along generally this line of thought: That while the 
primary pur pose is to take care of that major flood, that in the ordinary 
course of the ordinary climate in Kansas, you would have in mind, No. 
1, the 15,000 acre-feet which would be a lake of that size for fish and 
wildlife. You would superimpose upon that a lake of 80,000 acre-feet 
which would be water that would be consumable, that is, it would be 
taken out as it would be needed for irrigation purposes. The balance 
would represent storage for that big flood when it comes. Is that the 
general picture? 

Mr. Batson. That is correct. One hundred and sixty-five thousand 
acre-feet of superstorage and 105,000 acre-feet for flood control would 
be reserved specifically for that purpose. It would not be filled. The 
balance of the reservoir capacity, consisting of 80,000 acre-feet for 
— and 15,000 acre-feet for silt retention and wild life, would be 

ed. 

Senator Corvon. The next question is whether your studies of the 
river basin and the stream flow indicate that every year you will be 
able to impound the 85,000 acre-feet or at least the 80,000 acre-feet 
which you set up here as irrigation. 

Mr. Batson. We will not impound every year 80,000 or 85,000 
acre-feet for irrigation, because only about 40,000 acre-feet, or slightly 
less, is required to serve 11,500 acres of lands to be irrigated. However, 
in order to insure that the required amount is available when needed, 
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it will be necessary to provide a larger storage capacity for irrigation 
to provide carry-over storage and river regulation. 
(Short recess. ) 
PLANNING FUNDS EXPENDED 


Senator Haypen. I would like to inquire with respect to the 
expenditures heretofore made on the Kirwin Dam. The amount 
I understand is some $300,000. 

Mr. Lineweaver. Yes, sir; $355,000. 

Senator Haypen. What has that money been expended for? 

Mr. Batson. That money has been expended for general plans 
and for gathering the design data. The plans and specifications for 
the Kirwin Dam are in the late stages of preparation. 

.Senator HaypEen. My understanding is and has been for a long time 
that we appropriate money for investigations and preliminary work, 
but the result of that type of work is not such that you can let a 
contract. 

Mr. Batson. That is true, Senator, but Kirwin was included as 
one of the first units of the Missouri Basin project in what we call 
phase A. During the time that Kirwin enjoved that particular 
status, these investigations were made and plans and specifications 
were under preparation. 

Senator Haypen. Then one other feature I suppose will help you. 
You do have certain standardized formulas and designs and things 
like that in the Denver office for this particular type of dam then, so 
that it is not necessary to do a lot of detail work that otherwise would 
be required. Am I correct about that? 

Mr. Batson. That is correct to the extent that a good share of that 
work has already been done. The design work is accomplished in 
the chief engineer’s office in Denver. 

Senator Haypen. Then there would not be any question in your 
mind that, if this money was allowed, there would be any delay 
beyond next spring in letting a contract for certain features of the 
dam? 

Mr. Batson. I am convinced that if this money is allowed, we will 
be able to start construction this next spring. 

Senator Haypen. Of course, it is an earth-fill dam—that is, you 
know that certain earth has to be moved to certain positions—and if 
_you let a contract to move a certain number of yards of dirt you are 
perfectly safe in doing that. 

Mr. Barson. That is true. And then there are access roads, and 
preparing facilities for the construction workers at the dam site that 
are all preparatory to the construction of a dam. 

Chairman McKettar. How long will it take to build the dam? 

Mr. Batson. If we start this next spring, this dam should be com- 
pleted by June of 1954. In other words, that takes over 2% years. 

Chairman McKe..ar. Is there any way that it could be speeded 
up? It seems to me that it ought to be built as soon as possible. 

Mr. Batson. Senator McKellar, that would depend on how the 
successful contractor was equipped to perform the job. On the 
Bonney Dam on the South Fork of the Republican and on the Cedar 
Bluff, which is on Smoky Hill in Kansas, those contractors per- 
formed their work in half of the contract time. 
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Senator HaypEen. We have had the same experience in Arizona on 
the Gila project. A very competent contractor with very modern 
machinery attained a contract that was spread over a period of time 
who just got in there and went to work and the result is that we are 
going to have water on the land the next irrigation season, when 
nobody expected that there would be any a year beyond that time. 
Modern experience and machinery and skill make a lot of difference 
on the job. Your normal estimate is 2% years to finish the job? 

Mr. cae That is right. 


PROPOSED DAMS WOULD HAVE PREVENTED PRESENT FLOODS 


Senator Scuorrre.. Mr. Chairman, I would like to ask Mr. Line- 
weaver a question that was brought out here a while ago about the 
flood that we have experienced. Up in these areas we experienced 
floods every 2 years. What relation would these reclamation dams 
have had if they had been built? I would like to ask Mr. Lineweaver 
this question: If these reclamation dams, the subject matter of this 
present hearing now, had been built, together with those of the Army 
Corps of Engineers in that Kaw V alley drainage area, would it not 
have been a fact that the river would have been contained within its 
levee works and we would not have had the floods down the entire 
main stem? 

Mr. Linewsnaver. I will ask Mr. Batson, who has made a special 
study of that proposition, Senator, to answer that question for you. 

Mr. Barson. If the reservoirs ‘proposed in the Missouri Basin 
project in Kansas had been constructed before this flood happened, 
they would have contained the flood flows within the limits of the 
capacity of the protective levees to protect the towns along the 
Missouri River. 

Senator ScHompre.. That is the question I wanted to ask. 

Senator Haypen. That is to say, take the over-all picture in Kansas, 
if the Corps of Engineers had the ‘Tuttle Creek Dam i in, and you had 
these four dams that you are talking about, the smaller dams, the 
levee at Kansas City would not have been overtopped? 

Mr. Batson. That is in accordance with the studies that have been 
made up to the present time. 

Senator Haypen. It would have held back enough water that that 
damage would have been saved. 

Senator ScHoEPPEL. Yes, sir; especially with the Milford Dam, and 
Tuttle in there. There would have been no question. That is what 
the Army Corps of Engineers told us out there. 

Mr. Batson. There is another point on that. There would be some 
excess water in the Solomon over and above this channel capacity 
under this flood. It is indicated that more capacity will have to be 
provided in the Solomon River over and above this that was con- 
templated for the flood previous to 1951. 

Chairman McKetiar. What I want to get at is this. Can the 
dam be built in such a manner that when you get it half built it will 
help to that extent? Of course, it would not help to that extent 
naturally, but near that extent. For instance, if you had it half 
built, would it have contained enough water to affect the situation, 
say, a year after you start it; and, if so, could you not put that in the 
contract, so that it would be built that way? 
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Mr. Batson. I doubt that could reasonably be done, because the 
practice in the earth-dam construction is to make the closure of the 
river after the embankment is substantially complete. With a con- 
crete dam, it might be possible for a dam of that type to overtop with- 
out much ‘damage. It would try to prevent it at any rate. I would 
say that our experience on the Cedar Bluff Dam would be a good 
instance of the earliest operation possible. The major part of that 
contract had been completed when that flood hit. We had a con- 
siderable amount of clean-up work to do, but the Cedar Bluff Dam 
operated completely during this flood. But the dam embankment 
itself and the spillways were all complete and in operating order. 
It was just a clean-up job that remained, and sometimes that clean-up 
takes a month or 2 months for the contractor to completely get out 
of the site. 

Senator HaypENn. Then the picture as I see it is that, to do the job 
that we are talking about in the State of Kansas, Congress must pro- 
vide the funds for the Tuttle Creek Dam to be expanded by the Corps 
of Engineers, and money to the Reclamation Bureau for these dams, 
and that division of responsibility is based upon what is known as 
the Pick-Sloan plan. 

In that plan certain dams were assigned to the Reclamation Bu- 
reau and certain dams to the Corps of Engineers, and the two dove- 
tailed together. 

Mr. Batson. That is correct, Senator Hayden. They operate as 
a system. The operation of each is definitely related to the others. 


CONSTRUCTION OF DAMS DURING WINTER 


Chairman McKetiar. How much time in the winter can you build 
such a dam as this? Can you go right through the winter? In our 
country we can go practically all the year around. How much of the 
year could you use in Kansas in this part? 

Mr. Batson. The weather in Kansas is pretty unpredictable, I 
may say. Oft times we have an open winter there. ‘The contractor 
on the job must calculate his chances of being frozen out, and some- 
times they operate just as late as they possibly can until they get a 
freeze. Oftentimes that extends to Christmastime. 

Chairman McKettar. I hope you can this time. 

Mr. Batson. It all depends on the weather and the contractor and 
the chances he wants to take. 

Senator Haypen. While we are speaking about contractors and in 
line with Senator McKellar’s question, the provision we have here is 
to appropriate money for the actual commencing of construction on 
one dam and preliminary work on the other three. How soon could 
you get in construction on the other three dams which are a part of 
the program if you had‘the money? 

Mr. Batson. If we had the money, and were cleared specifically to 
start construction on those three other dams, I would say that we could 
make definite commitments to that construction and get under way 
with some of the facilities needed for construction before this fiscal 
year is out. That is by June 30, 1952. 

Chairman McKettar. You say the other dams could be completed 
by that time? 

Mr. Batson. No; they could be started before the fiscal year is out. 
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Senator Haypen. It is not contemplated in this budget estimate 
that anything more should be done with the three other dams than 
to prepare the plans and specifications and study. The reason I 
ask that question is this: Have there been any preliminary studies 
of the three other sites? Is it known where they would be and what 
type of dam ny would be and all that? 

r. Batson. Itisknown what typedam they would be. Thelocation 
is pretty well set. That might require some modification, particularly 
in consideration of the possibilities of providing this additional capac- 
ity at those particular sites. I anticipate that would not take an 
excessive amount of time. 

Chairman McKe iar. If we furnish the money, is there any 
possibility of the contracts being let this fall? 

Mr. Batson. I would say there is an outside chance of advertisin 
a contract for the Kirwin Dam in early winter, but everything al 
have to fit right into its slots. 

Mr. McKe tar. I imagine the dam in northern Kansas that there 
is no chance. 

Mr. Batson. There is a chance of letting the contract in the winter, 
because that permits the contractor to know he has the contract, and 
give him an opportunity to plan his work in the cold weather, and 
start his work as soon as possible in the spring. 

Chairman McKe.iar. That was running through my mind. 

Mr. Lineweaver. There is one statement I would like to interpose 
there. As I understand, there is no local opposition to any one of 
these four dams. 


CONTRACT FOR REIMBURSEMENT OF IRRIGATION COSTS 


Mr. Batson. Not that I know of at the present time. There was 
some opposition years ago on the Kirwin development, but that seems 
to all have been resolved according to the information that I have. 
An irrigation district has been organized there. They have elected 
their officers, they have approached us on numerous occasions to start 
on a preliminary draft of the contract between the Government and 
the irrigation district. 

Senator Haypren. That is what Senator Cordon wanted to know 
before you came, what progress had been made toward a contract 
looking to the reimbursement of the irrigation cost of this dam to the 
Government. 

Mr. Batson. Preliminary draft of that contract that involves the 
form only has been prepared and submitted to the district board of 
directors. 

Senator Haypen. It is now a legally organized district? 

Mr. Barson. It is now a legally organized district. 

Senator Haypen. How many acres in it? 

Mr. Batson. It has 11,500 acres. 

Senator Haypen. And about what will be the construction charge 
per acre? 

Mr. Batson. I do not have that information with me, Senator. 

Senator HaypEn. We would like to have it in the record, please. 

Mr. Batson. Yes, sir. 

(The information referred to is as follows:) 








506 SUPPLEMENTAL APPROPRIATIONS FOR 1952 


EsTIMATED IRRIGATION REPAYMENT, Kirwin UNir 


In August 1950 the annual payment capacity of irrigators on the Kirwin unit 
was estimated at $58,800, based on 1939-44 price levels. After deducting an 
estimated payment of $25,300 per year for operation and maintenance, there 
would remain $33,500 per vear for repayment of construction costs. The unit 
includes 11,500 acres of land proposed for irrigation. 

Based on a minimum repayment period of 40 years this rate would provide a 
total repayment of $1,340,000. If the repayment period were greater than 40 
years (as provided for in type 9 (c) contracts) this repayment would be increased. 

The repayment capacity of the irrigators will be reconsidered prior to initiation 
of construction to reflect any changes in estimated price levels. 


SOURCE OF REIMBURSEMENT FUNDS FOR KIRWIN DAM 


Chairman McKe .uar. It would be pretty high? 

Mr. Batson. That is based on the ability of the water users to 
repay. 

Senator Corpon. It cannot be. Wait a minute. The ability of 
the water users to pay in this instance has to equal the amount that 
is allocated, because you have no other source of income. 

Mr. Lineweaver. Senator Cordon, may I say that the Kirwin Dam 
and the irrigation feature of that will be a unit of the Missouri Basin 
project which is an over-all project, and each unit is not necessarily 
self-contained. 

For instance, power pays a part of the irrigation cost. 

Senator Haypen. That is my recollection. You have enormous 
power production at Garrison and other dams. You can produce for 
2 mills and you are going to sell for 5. You are going to take some 
of the power revenues and apply them toward the payment of an irri- 
gation project that could not stand on its own feet by itself, and pay 
out. 

Senator Corpon. If that is the case in the Missouri, I want in the 
record the total amount of cost in the whole plan allocated to irriga- 
tion, the amount in the whole plan that is reimbursible from irrigation, 
the amount that has got to be reimbursible from power, and the 
amount that can be reimbursible from power. Let us take a look 
at it. 

Mr. Lineweaver. I think that was placed in the record before the 
House Appropriations Committee in February. 

Senator Corpon. Will vou quote to me the law on the subject? 

Mr. Lineweaver. Yes, sir. 

Senator Corpon. Not the rules, but the law. 

Mr. LinEWwEAVvER. Yes, sir. 

(The information referred to is as follows: ) 


LEGISLATIVE PROVISION FOR BASIN-WIDE REPAYMENT ARRANGEMENTS 


The Missouri River Basin project was authorized by the Flood Control Act 
of 1944, in which section 9 (c) provides for basin-wide repayment arrangements 
in the following language: 

“‘(e) Subject to the basin-wide findings and recommendations regarding the 
benefits, the allocations of cost and the repayments by water users, made in said 
House and Senate documents, the reclamation and power developments to be 
undertaken by the Secretary of the Interior under said pians shall be governed 
by the Federal reclamation laws (Act of June 17, 1902, 32 Stat. 388, and Acts 
amendatory thereof or supplementary thereto), except that irrigation of Indian 
trust and tribal lands, and repayment therefor, shall be in accordance with the 
laws relating to Indian lands.” 
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Thus, the several units of the project are collectively to be treated as con- 
stituting one project within the meaning of the Federal reclamation laws, just as 
the several units of the Columbia Basin project constitute the single Columbia 
Basin project. 

Section 9 (c) also provides that the Federal reclamation laws should govern 
the development of the Missouri River Basin project, ‘subject to the basin-wide 
findings * * * regarding * * * repayments by water users.’’ Section 
9 (a) of the Reclamation Act of 1939 provides “‘if proposed construction is found 
by the Secretary to have engineering feasibility, and if the repayable and return- 
able allocations to irrigation, power, and municipal water supply or other mis- 
cellaneous purposes found by the Secretary to be proper, together with any 
allocation to flood control or navigation made under subsection (b) of this section, 
equal the total estimated cost of construction as determined by the Secretary, 
then the new project, new division of a project, or supplemental works on a project, 
covered by his findings, shall be deemed authorized and may be undertaken by 
the Secretary.” 

Thus power revenues from the project may be used to assist the irrigators in 
repaying the irrigation allocation in the same manner that power revenues from 
the Grand Coulee Dam assist in repaying the cost of the Columbia Basin project 
allocated to irrigation. 

In view of the language contained in the legislation authorizing the Missouri 
River Basin project quoted above which permits basin-wide findings, and in view 
of the language of section 9 (a) of the Reclamation Project Act of 1939 which 
permits one reimbursable function to aid in the reimbursement of another reim- 
bursable function so long as the total amount to be reimbursed is reimbursed, 
there is ample legislative authorization for the basin-wide repayment arrange- 
ments proposed for the Kirwin, Webster, Wilson, and Glen Elder units. 


Mr. Lineweraver. I may say, Senator Cordon, a report of that 
type was included in the House hearings. We will be glad to restate 
it in this hearing. 

Senator Corpon. You do not need to restate it; just get a copy of it. 

Mr. Lineweaver. Yes, sir. 

Senator ELLENpER. I wonder if we could get the amount that is 
chargeable, if any, to navigation and flood control. 

Mr. Lineweaver. Yes, sir; that would be a part of the financial 
statement. 

Senator Corpon. There is nothing in the allocation here. 

Senator ELtenper. In the over-all Missouri project, you have 
listed the Kirwin Dam. I understand from your document furnished 
to us, you are providing water there for 11,500 acres of land, is that 
correct? 

Mr. Batson. That is correct. 

Senator ELLeENDER. What will that dam cost? 

Mr. Batson. That dam, according to our present estimates, will 
cost $13,975,000. 


KIRWIN DAM NOT TO HAVE POWER DEVELOPMENT 


Senator ELLENpER. Is any power to be developed from that dam? 

Mr. Batson. No, sir. 

Senator ELLENDER. Strictly for flood control and irrigation? 

Mr. Batson. Yes, sir. 

Senator ELLENDER. Will the dam be so constructed that water can 
flow over it? 

Mr. Batson. The water will be released from outlet works through 
the dam, and from a spillway that is cut in the side of the dam and 
specially prepared so it will resist the force of the water. It is an earth- 
fill dam. 

Senator ELLENDER. Does the same apply to the Webster Dam? 
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Mr. Batson. Each one of those are earth-fill dams and will be the 
same type of construction. 


IRRIGATION FACILITIES OF WEBSTER DAM 


Senator ELLENDER. How many acres will you irrigate with Webster 
Dam? 

Mr. Batson. About 9,000 acres. 

Senator ELLENDER. What will it cost? 

Mr. Batson. $11,500,000. 

Senator ELLENDER. And that dam is also one that does not produce 
electricity? 

Mr. Batson. That is correct. 

Senator ELLeNDER. But it is solely for flood control and irrigation? 

Mr. Batson. That is correct. 


ALLOCATION OF SUPPLEMENTAL REQUEST 


Senator ELLENDER. Are you asking for any funds to start the 
building of the Webster Dam or will this $5,000,000 be used solely 
for the Kirwin Dam? 

Mr. Barson. $3,200,000 will be used for the preparation of plans 
and specifications, start of construction on the Kirwin Dam, $600,000 
for detailed studies of the Webster Dam, $400,000 for the detailed 
studies on the Wilson, $400,000 for the Glen Elder, and $400,000 for 
general studies of the Solomon River Basin. 

Senator Ettenper. I notice here that you will not be ready to 
start construction of the Webster Dam until October 1952, so that 
the $600,000 you are now asking is simply for plans. 

Mr. Batson. Yes, sir. 

Mr. LinewrAver. May I explain that, Senator Ellender, that date 
was fixed in conformity with the budget estimate, that we were not 
to undertake construction of any but the Kirwin Dam under this 
estimate. 

Senator Corpon. I would like to ask a question, if I may, to get 
my mind clear. Did I understand you to say that with reference to 
the Kirwin Dam and Webster Dam and Wilson Dam and Glen Elder, 
that the cost allocated to reclamation or irrigation, which I suppose is 
what it will be used for solely, will be greater than the ability of the 
users of water to repay? 

Mr. Batson. Yes, sir. The total cost allocated for irrigation 
purposes will be greater than the users will be able to pay. 

Senator Corpon. In all cases where that is true, it will have to be 
cleared by the Interior Affairs Committee. 

Mr. Batson. The Missouri Basin was approved as a project. That 
plan was submitted in the original document. 


AUTHORIZATION FOR FLOOD CONTROL PROJECTS 


Senator Corpon. Your view is that the 1944 Flood Control Act 
clears it? 
Mr. Batson. Yes, sir; under Senate Document 191. 

Senator Corvon. Were these dams in there as individual pon tr 
Mr. Batson. They were in as units of the Missouri Basin project. 
These four were definitely stated in that report, and they were in- 

cluded on the maps that accompanied that report. 
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Senator Corpon. And at that time you were able to make a show- 
ing to the Congress that there would be adequate funds from re- 
imbursable investments to repay that portion of the irrigation charges 
above the ability of the water users to repay? 

Mr. Batson. Yes, sir. 

Senator Corpon. And yet you had not then even made a general 
examination. You tell me in these instances, some of them, you have 
just made a preliminary study. 

Mr. Batson. We have made a preliminary plan, and it was reported 
in Senate Document 191. 

Senator Corpon. It appears to me there are a lot of gimmicks in the 
Missouri Basin plan, and we are going to look at some of them. 

Senator HaypeN. How many of these dams are in phases A and B? 

Mr. Barson. Kirwin has been in phase A, since the first appropria- 
tion for the Missouri Basin project. Webster, Wilson, and Glen 
Elder have been in phase C up until this time. 

Senator Haypen. What you are doing now is moving them up to 
phase B as far as this legislation is concerned? 

Senator Corpon. You are moving them to A. 

Mr. Barson. As far as the estimate that is now before you is 
concerned, that moves Webster, Wilson, and Glen Elder to phase B 
for this fiscal year. 

Senator Haypen. The dams being in A that they were in shape 
that money could be appropriated for their construction; B that money 
could be properly appropriated for the engineering necessary to 
prepare them for construction; C that they simply had a preliminary 
investigation, but no detailed work had been done, that is the way I 
understood the Missouri River set-up. 

Mr. Batson. That is correct, Senator. 

Senator ELLENDER. Is there any limit under the act as to the 
amount that you can charge toward the payment for irrigation or 
flood control and development of power? 

Mr. Linewraver. Senator Ellender, may I make this statement: 
Section 9 (c) of the Flood Control Act of 1944, says that— 

Subject to basin-wide findings and recommendations regarding benefits to allo- 
cation of costs and repayments by water users made in said House and Senate 
documents, Senate 191 and House Document 475, the reclamation and power 
development to be undertaken by the Secretary of the Interior under said plan 
shall be governed by the Federal reclamation law and acts amended thereto or 
supplementary thereto— 

and so forth. 

Kach year we cast up what we might call an imventory, taking 
cognizance of the increased cost due to rising prices, changing plans 
and things of that kind, and that is balanced against the anticipated 
reimbursements from power and irrigation and the nonreimbursable 
costs of flood control. 

Senator Ettenprer. As I recall, when money was being asked for 
other projects in the Missouri Valley, it was pointed out that that 
particular project would produce certain money by way of electricity 
to pay for irrigation in that particular spot, and so much for flood 
control. 


x 


Senator Corpon. I have asked for a statement on that. 
Mr. LineweaAver. Perhaps we did not make ourselves clear. It 
has been indicated what an individual unit would produce in the way 
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of irrigation or power revenues, but I do not recall that any reclama- 
tion witness has said that reimbursement of power or irrigation ex- 
penditures would be applied solely to that immediate area. Such a 
statement would be erroneous. 

Senator ELLenper. For instance, in North Dakota or South Da- 
kota, there were so many acres of land that were inundated but the 
water impounded would lead to the development of more acres than 
would be inundated. And you have to consider those cases. 

Mr. Lineweaver. Yes, sir. 


PER ACRE COSTS OF IRRIGATION 


Senator ELLenprER. As I figure in these two projects, if those dams 
were built solely to provide irrigation for the land in the vicinity, it 
would cost in the case of the Kirwin Dam over $1,200 an acre, and 
in the other over $1,000 an acre. 

Mr. Batson. But those dams would not be built to that capacity to 
provide for that purpose alone. 

Senator ELLENDER. I understand that, but I am saying to you that 
if they had been built solely for irrigation that is what the cost would 
be per acre in that section. 

In other projects the cost ranges from $125 to $300 which is the 
highest cost I have encountered, although there may be some greater 
than that. 

Senator Haypren. How did you arrive at that figure? Did you 
charge against the limited quantity of irrigable land the total cost of 
the dam? 

Senator ELLtenper. That is right. I took this as an instance, and 
I am wondering where you will get other revenues in order to offset 
this tremendous cost that would be chargeable here. 

Senator Haypen. The way I see it, the primary purpose of the 
dam is flood control. If it was not for the flood-control feature, it 
never would be built. That is to say, there would be no justifica- 
tion 

Senator ELtenperR. That is what prompted me a moment ago to 
ask what part of the project would be charged to flood control. You 
can make irrigation costs “four bits an acre’’ if you put it all in flood 
control. 

Senator Haypen. That is why they are trying to make equitable 
portions of the cost. For irrigation purposes, there will be 80,000 
acre-feet of capacity of this dam used. All of the capacity above that 
put in is flood control. Certainly the difference between 80,000 acre- 
feet and the total capacity of the dam of 365,000 acre-feet could not 
be charged to irrigation under any circumstances, because it would 
not be needed for irrigation purposes. I do not think it is quite 
proper to say that the $13,000,000 cost— 

Senator ELLENDER. Senator, my only purpose of bringing it out 
is to determine where they would get money from other projects in 
that area to make up for the big difference. 

Senator Haypen. The way I understand that and I may be entirely 
wrong, but I have listened to a good deal of testimony with respect 
to the Missouri Basin, that the great dams on the main stream of the 
Missouri River produce large quantities of power. That power 
could be produced, say, at 2% or 3 mills if it were simply made for 
power alone. The price that it is to be sold for is 5 mills. That 
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difference in the price of power between what it could be sold for if 
it was simply to reimburse the Government for the cost of building 
the dam solely as a power dev elopment, and what they are actually 
going to charge for it is to go in to help the irrigation throughout the 
entire Missouri Basin. 

Now, you come to this particular area 

Senator Corpon. Then you assume facts that this committee 
ought to have as facts. That is what I want. Your statement as 
to the assumption is correct. 

Senator Haypren. Those are the representations made at the time 
the Pick-Sloan plan was adopted, and when the Congress approved 
the Missouri Valley project as a whole. It was realized in many 
places that the ability of the farmers to pay the cost of irrigation was 
limited because of the character of the crops that they grew, and the 
winter season and things like that. It was not as though it was in a 
warm climate where crops would be grown the year around. There 
was standardization of corn, grain or feed for cattle. In a number of 
instances, it was pointed out that the cost to be charged to the farmer 
was to be fixed according to his ability to repay. He could not pay 
more than that, and the difference between what he was able to pay 
and what the full irrigation charge against the work was was to come 
out of power. 

Senator Corpon. I will be interested in finding that in the law. 





STABILIZATION OF AGRICULTURE 


Mr. Lineweaver. May I supplement Senator Hayden’s state- 
ment to this effect: The Missouri Basin plan or the development of 
the plan was stimulated by the great drought of the thirties, and one 
factor in the consideration by the Congress at that time which spent 
several months in hearings, and your late distinguished colleague at 
that time, Senator Ellender, was chairman of the Commerce Com- 
mittee. Congress felt that the stabilization of agriculture and popula- 
tion that would be brought about by irrigation in Kansas and other 
high plains areas was a factor that had a considerable bearing on the 
action of Congress in approving the plan, including aid to irrigation 
from surplus power revenues. 

Senator Haypren. The testimony at that time was that thousands 
and thousands of head of cattle had to be moved out of the country, 
that many thousands had died because of lack of water, that if there 
were in that great plains area these places where water had been 
placed upon the land that could grow alfalfa and feed, the cattle 
could be brought in from the parched ranges and saved. That was 
a large factor as Mr. Lineweaver has indicated in saying that an area 
that suffers from extremes of flood and extremes of drought and that 
extend over a period of years, that to stabilize the agriculture required 
irrigation developments in various projects. And a small project of 
fifteen or twenty thousand acres could save the cattle that would 
range over many thousands of acres surrounding it. 

Senator ELLeNpeER. To what extent are the 11,000 and 9,000 acres, 

respectively, at these two dam sites now being cultivated? 

Mr. Barson. Most all of those acres are being cultivated on a dry- 
land basis. 

Senator ELtenpeEr. So that in order to fix the amount of contribu- 
tion that would have to be taken into consideration? 
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Mr. Batson. That is right. That is; what it costs them under 
their present methods, and what those acres yield under the present 
methods, compared to what it would cost and yield under irrigation. 

Mr. Lineweaver. May I ask Mr. Batson to supplement his state- 
ment, Senator Cordon. He came across some information as to the 
frequency of floods in the Solomon River Basin, which would be 
interesting at this time? 

Chairman McKetuar. Yes; we would be glad to have it. 

Mr. Lineweaver. And the other information you asked for will be 
placed in the record. 

Senator Corpon. That information will include the cost-benefit 
ratio with reference to flood control, broken down to what it is made 
up of. 

Mr. LinewEaver. Yes, sir. 


ALLOCATION OF COSTS FOR REIMBURSEMENT 


Senator Corpon. It will include the allocation of cost between 
flood control, irrigation, and fish and wildlife, if you have that 
allocation: 

Mr. Lineweaver. Yes, sir. 

Senator Corpon. And any others with the dollar amount necessary 
for repayment and the amount of the difference between ability to 
repay and repayable obligation. 

Mr. Lineweaver. Yes, sir. 

Senator Corpon. And a statement as to where you are going to 
get that difference. 

Mr. Lineweaver. Yes, sir. The statement as to where the differ- 
ence will come in will be apparent. We will put them both in the 
record from the over-all statement with respect to the Missouri Basin 
which may be termed in the nature of a balance sheet. 

Senator Corpon. The balance sheet needs to have charged against 
it the asset which is the total net income available for that purpose, 
and from that subtracted the amount that is already charged to that 
annual amount. , 

Mr. Linewraver. Yes, sir. 

(The information referred to is as follows: ) 

Tentative allocation of total estimated project cost and estimated repayment based on 


estimates of August 1950 including facilities to be constructed by the Corps of 
Engineers and the Bureau of Reclamation 


ALLOCATIONS 
RN st Scart a ok 5 <n nants oe eet Bik ee ae ella bse co Gena $2, 106, 427, 000 
TE NN en et ee oe ae nes ce meters 226, 824, 000 
Total irrigation._.._..__-_-- 5 rs See Se eae cy oad ae 2, 333, 251, 000 
Ce I Meissen Sidi pres cath sped tnd en drere Hig hecabiginte 680, 472, 000 
rm I te ee a ae 52, 300, 000 
Sn gS oe a ae aie e chad a eae 53, 558, 000 
Fish and wildlife. ____- Shee a ee 439, 000 
Mocreation.:.00.. 65 236528 i is Ape Gr SOs eats See 2, 216, 000 
Subtotal reimbursable (67 percent) _____...-.--.------- 3, 122, 236, 000 
Flood control and navigation ____- ple strseta oe SOG Sh 1, 289, 951, 000 
Other Interior agencies__-_._-_- oe Se Ss a eae 258, 176, 000 
Subtotal nonreimbursable (33 percent) _.--.......--.-- 1, 548, 127, 000 


—_—_— 


Creme total 1500 Bie) oo ee ee 4, 670, 363, 000 
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Tentative allocation of total estimated project cost and estimated re payment, etc.—Con. 


REPAYMENT 

NI oir big huddle bh ees abe Wihinwelcia $814, 668, 000 
I a ee TE a cin we ais wala 1, 486, 921, 631 
Ce nnn ee nun eae m pbk dibuceha 31, 661, 369 
TIN na Se ee ee 2, 333, 251, 000 

ee rr ONIN a ee Se Sn ek 680, 472, 000 
PC eS Was Ba eu awoue sue eck lll k 52, 300, 000 
ee enn NS i See ee Se ek cS 53, 558, 000 
Pee Se PING ote ee Oa ee eco 439, 000 
MENT is SUhadvalidededtMebisuaedbeetes tsa waduaohan's 2, 216, 000 
ed oe ee a Ae 3, 122, 236, 000 


BENEFIT-COST ANALYSES 


An economic study of the Missouri River Basin project made in August 1950 
showed that all Bureau of Reclamation features in the Missouri River Basin 
project had a combined benefit-cost ratio of 1.07 to 1.00. 

This analysis was made prior to the recent floods and, therefore, included flood- 
control benefits which were lower than the flood-control benefit would be when 
computed in the light of present knowledge. They also included agricultural 
benefits based on prices prevailing in the 6-year period, 1939 to 1944, which 
result in lower benefits than if present expectations of future prices had been 
used. Thus, it is evident that the Missouri River Basin project is amply justified 
on a benefit-cost basis. 

With regard to the Kirwin, Wilson, Webster, and Glen Elder Dams, specific 
benefit-cost analyses are not available for these dams and reservoirs alone. How- 
ever, the total estimated cost of these structures together with the cost of the 
Tuttle Creek Dam to be built by the Corps of Engineers ($130,339,000) would 
have been more than offset by the damages that would have been prevented in 
the recent floods occurring above Kansas City without taking into consideration 
other benefits provided either in other years for flood control or for other purposes 
served by these reservoirs. The Corps of Engineers estimate the July 1951 flood 
damage at more than $1 billion. 


BASIN-WIDE FINDINGS APPROVED BY SECRETARY OF THE INTERIOR 


On March 10, 1950, the Commissioner of Reclamation recommended to the 
Secretary of the Interior who on March 24, 1950, approved findings for and 
establishment of interim power rates for the Missouri Basin project ‘‘designed to 
be sufficient not only to cover the amortization of the power investment, but also, 
to the extent necessary, to assist in the return of irrigation costs that are beyond 
the repayment ability of irrigation water users.” 

(See pp. 1405 to 1407 for letters of General Pick, Chief of Engineers, regarding 
this matter.) 

The basin-wide finding is as follows: 


DEPARTMENT OF THE INTERIOR, 
BuREeAU OF RECLAMATION, 
Washington, D. C., March 10, 1950. 
Memorandum, 
To: Secretary of the Interior. 
From: Commissioner, Bureau of Reclamation (through Division of Power). 
Subject: Establishment of power rates, Missouri River Basin project. 


As you are aware, certain plants for the production of hydroelectric power at 
dams being constructed by the Army engineers as units of the Missouri River 
Basin project are expected to be completed and ready for initial operation about 

The Secretary of the Interior, under the provisions of the act of December 22, 
1944 (58 Stat. 887), hereinafter called the “act,” is the marketing agent for Mis- 
souri River Basin project power. He has, by order No. 2177, dated March 29, 
1946, delegated that marketing function to be performed by the Bureau of Recla- 
— A prerequisite to the marketing of power is, of course, the establishment 
of rates. 

There are attached for your approval proposed schedules of interim rates, 
covering the market area generally described as North and South Dakota, central 
and eastern Nebraska, western Iowa, and western Minnesota. The proposed rate 
schedules are applicable to wholesale firm power service, to wholesale power service 
to customers having their own generating facilities, commercial irrigation pump- 
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ing power service, irrigation pumping power service for Federal projects and 
project employee service, 

The proposed interim rate for wholesale firm power service is composed of two 
parts: A demand charge and a load factor energy charge which assures an equality 
of average rate for energy supplies at the same load factor to either large or small 
power customers and is of the type and form now being used by the Bureau on 
most of its power systems. The rate schedules for wholesale power service to 
customers having their own generating facilities, for commercial irrigation pump- 
ing power service, for irrigation pumping power service for Federal projects, and 
for project employee service are all in conformance with Bureau policy with 
respect to the type and form of rates best suited to Bureau operations. 

The attached Report on Proposed Interim Rate Schedules for Missouri River 
Basin Project,! dated March 1950, discusses the rates and summarizes the esti- 
mated results from their application. Revenues to be received from wholesale 
firm power sales are estimated to average 5.5 mills per kilowatt-hour. Revenues 
from the sale of energy for project pumping and of secondary energy are estimated 
to average 2.5 mills per kilowatt-hour and 3 mills per kilowatt-hour, respectively. 
Estimated revenues are determined to be sufficient to accomplish the assumed 
repayment requirements. The establishment of the proposed rates will consti- 
tute an additional step in accomplishing increased uniformity of rages as between 
Bureau projects. 

The Federal project, known as the “ Missouri River Basin project,” in the 
States of Colorado, Wyoming, Montana, the Dakotas, Nebraska, Kansas, Minne- 
sota, Jowa, and Missouri, consists of many units of far-flung variety and provides 
generally for a comprehensive plan for flood control and for reclamation and 
power developments. With certain exceptions not pertinent to this discussion, 
the plans and recommendations for development of the Missouri River Basin 
that had theretofore been made and transmitted to the Congress by the Depart- 
ment of the Interior and the Department of the Army covered much the same 
territory and had many similar features. Agreements were reached by repre- 
sentatives of the agencies concerned which apportioned to each agency the con- 
struction of certain general features of the over-all plans. These agreements 
are reflected in Senate Document 247, Seventy-eighth Congress, which is described 
in the act as having ‘‘revised and coordinated” the general comprehensive Interior 
and Army plans contained, respectively, in Senate Document 191 and in House 
Document 475. 

In accordance with the principles underlying reclamation law, the rates have 
been designed to be sufficient not only to cover the amortization of the power 
investment, but also, to the extent necessary, to assist in the return of irrigation 
costs that are beyond the repayment ability of irrigation water users. 

The determination of rates in the attached report is based on the presently 
authorized Missouri. River Basin project. "Howevér, examination of the House 
and Senate documents reveals a solicitude that the works proposed be considered, 
together with existing and certain prospective Federal developments in the area, 
as comprising one grand, comprehensive, basin-wide plan, the aggregate costs of 
which should be evaluated against the anticipated over-all benefits, on a basin- 
wide basis, and the amortization of and accounting for the reimbursable costs of 
which would likewise be on a basin-wide basis. Appendix B of the report clearly 
demonstrates that the proposed rates are also adequate on such a basin-wide 
basis. At the appropriate time it is intended that such legislation as may be 
necessary to bring about this basin-wide concept be submitted to the Congress. 

I recommend that you approve the rate schedules contained in the attached 
report to be immediately available for use by the Bureau of Reclamation in the 
marketing of Missouri River Basin project power in the market area generally 
described as North and South Dakota, central and eastern Nebraska, western 
Iowa, and western Minnesota. 

MicHakE. W. Straus, Commissioner. 

I also concur (March 21, 1950): 


Witiiam E. Warne, 
Assistant Secretary. 
I coneur (March 20, 1950): 
Watton Seymour, 
Director, Division of Power. 
Approved (March 24, 1950): 
Oscar L. CHAPMAN, 
Secretary of the Interior. 





1 The attached report was filed with the committee. 
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OCCURRENCES OF DISASTROUS FLOODS 


Mr. Batson. The flood in 1951 is a very unusual occurrence. 

Chairman McKetuar. How long since one similar occurred before? 

Mr. Barson. That was the greatest flood of record, Senator. 
There was another flood in 1844 that on the basis of the records then 
available was the only one that even approached this flood in mag- 
nitude. But floods are not an unusual thing in the Solomon River. 

Senator Corpon. Nor in any other river in that area, are they? 

Mr. Barson. None in that area, no. I have a record here of the 
last 6 years that does not include 1950. In 1945 the Solomon River 
overflowed its banks at Beloit four times; in 1946, eight times; in 1947, 
four times; in 1948, twice; in 1949, nine times; and in 1950, five times. 
The estimated damage that those floods caused, those so-called minor 
floods, was $3,000,000 during that 6-year period. 

Chairman McKeruuar. We have learned that rivers that used to 
overflow can be changed into rivers that do not overflow. 1 remember 
when I first came to Memphis, the Mississippi overflowed practically 
every year somewhere down there, and sometimes it got 40 miles wide, 
and I have seen it that way. Now it does not overflow at all. Why? 
Because we have built levees and other works on the river that con- 
tain the waters. It isa wonderful thing. It now goes beyond Louisi- 
ana. It is one of the finest bodies of land in the world where the river 
used to overflow. 

Senator Haypen. There is one other question I want to ask: I know 
in the Bureau plan that these are not the only four dams. Are there 
other dams in the area that are being thought about or studied, or 
what is the situation there? 


CONSTRUCTED DAMS IN KANSAS RIVER BASIN 


Mr. Batson. There are a number of works that would affect the 
purposes of flood control in the Kansas River Basin. A number of 
them have been. built. Bonny on the Republican, Trenton is under 
consideration, Medicine Creek has been built, Harlan County, by the 
Corps of Engineers is under construction by the Corps; it was closed 
the other day; Cedar Bluff, and Kannapolis. The four dams that 
you are considering now in this estimate were approved as a part of 
the plan. There is the Lovewell Reservoir in the Bostwick unit up in 
the north part of Kansas that would be very effective in reducing local 
flood damages. 

Chairman McKxutiar. Has not that river got a valley that runs the 
other way? 

Senator Scnorpren. That Lovewell is on the creek that flows into 
the Republican River, and the Republican River is a part of the Kaw 
rivershed. 

Chairman McKetuar. It is in the same valley? 

Mr. Batson. Yes, sir. Then there are a number of others. The 
Beaver Creek site, the Oberlin, the Norton, which was in the original 
plan, the Franklin County (Thompson Creek), and the Angus 

Senator Haypen. The reason I asked the question was this: The 
construction of these four dams does not complete the plan so far as 
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the Missouri Basin is concerned. There will be additional dams of this 
similar character required in the years to come. But you have 
selected these four as the most important to be undertaken at this 
time? 

Mr. Barson. Yes, sir, and the most effective. 

Senator Haypen. They rank highest among all these that you have 
listed. 

Mr. Batson. Yes, sir. 


POTENTIAL POWER PRODUCTION OF VARIOUS RIVERS IN KANSAS 


Chairman McKe.tuar. Let me ask you: Of all these rivers out there 
have you any rivers that are peculiarly adaptable to the production 
of power? 

Mr. Batson. The flow in the rivers that have their source in the 
plains is very erratic. It is very difficult to develop the head and the 
amount of flow that is required to produce paying quantities of power. 
That is not so in all of the rivers in the Missouri Basin. The North 
Platte River has high potential of power, about 30 percent of which 
has been developed, and another 30 percent proposed. The South 
Platte has high potentials and is being developed through the Colorado- 
Big Thompson project, and there are several other rivers to the north 
in the Missouri River Basin and sites on the main stem where power 
is being developed and also on the Yellowstone and other tributaries 
to the Missouri in Montana and Wyoming. Those are high in their 
power potentials. 

Senator Haypen. The power development generally, though, is 
nearer the headwaters in the Rocky Mountain region, where there is a 
greater fall in the country that exists in the Plains regions? 

Mr. Batson. A greater fall, Senator, and also a more dependable 
flow from the winter snows that fall in the mountains. 

Senator Corpon. Is not the basic cost that you have set here, 
assuming that is correct with respect to the flood-control values, 
considerably less than the average of flood-control studies, or do 
you know? 

Mr. Batson. I don’t believe I understood that question. 


RESERVOIR CAPACITY OF KIRWIN DAM 


Senator Corpon. You have 365,000 acre-feet of capacity in the 
Kirwin Dam. Of that, you have 105,009 for superstorage, and I take 
it superstorage is a storage that could be used to pick up excess flood- 
waters as well as to regulate the outlet from the spillway. You have 
105,000 acre-feet of flood control, and 165,000 feet of superstorage that 
is available purely for flood protection. Your total cost of the dam 
in round numbers is $14,000,000. Just from my memory of other 
projects, it seems to me that the relationship of stored or protected 
floodwaters to the total cost is a higher ratio of protection per dollar 
expended than is generally found in flood-control projects. 

Mr. Batson. Senator Cordon, your total cost must be related to 
the value of damages prevented, rather than to the amount of storage 
provided 

Senator Corpon. I think the matter of damage prevented and the 
storage provided have a relationship, too. 
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Mr. Batson. In a particular instance, yes, but not necessarily 
generally. 

Senator Corpon. What is your opinion with reference to my ques- 
tion as to whether this is or is not a case where the total investment is 
set rather low compared to the flood protection that is given? 

Mr. Batson. I do not consider that low. 

Senator Corvon. You do not think it is low? 

Mr. Barson. Not in relationship to the flood protection that is 
given. 

Senator Corpon. You mean it is high? 

Mr. Barson. Maybe there are a lot of places where you can find 
capacities at lesser cost per acre-foot, but not in the Great Plains, 
not in the Kansas River. 

Senator Corpvon. I do not know of very many anywhere where 
the protection afforded is much cheaper than this appears to be. 
Maybe it is; I do not know. 

Chairman McKeuar. Are there any other questions, gentlemen? 

Senator Haypen. There is one more question I would like to ask, 
and then we ought to hear from the Senator. 

What is the meaning of superstorage? 


FLOOD-CONTROL STORAGE CAPACITIES 


Mr. Barson. Your flood-control storage is completely controlled 
storage. That is a gated storage. Your superstorage is not under 
such close control, but it is control. 

Chairman McKetiar. Could you illustrate that? 

Mr. Barson. Yes. You have a capacity back of your dam in your 
reservoir and your water flowing into that reservoir. Your spillwa: Vv 
is restricted so that your outflow is less than it would be if that capacity 
had not been provided. So that it ponds up and your outflow is less 
than your inflow. But it is not under absolute control. The reason 
for that superstorage is a matter of economics; that is, how much can 
you provide in relationship to the flood damage that is prevented 
that is under complete control, and how much you cannot. 

And then you must relate the cost of the spillway required in order 
to protect the structure in the valley downstream and your cost of the 
additional height of the dam. If the dam is lower, and you do not 
have the superstorage, your cost of spillway is higher. 

Senator Corpon. It looks to me like it is all under control, but 
maybe it is not. 

Senator Haypen. I do not quite understand the difference between 
the cost of spillways and the cost of superstorage. I can realize that, 
if you did not have a high dam, you would have to have longer 
spillways. 

Mr. Barson. A wider spillway, because otherwise it would overtop 
the dam. 

SPILLWAYS 


Senator Haypen. If you have a higher dam, it holds more water 
back and then you do not spend as much money on the spillway. 

Mr. Batson. You can use a narrower spillway. 

Senator Haypen. Do spillways cost more than dams? 
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Mr. Batson. In a number of cases, yes. A large spillway might 
cost more than the additional height of the dam that would tend to 
reduce the cost of that spillway. It is a matter of economic balance 
between the cost of the spillway and the cost of the embankment. 

Senator Corpon. It is the first time I have ever heard the term 
“superstorage” used. When a flood comes, by the very purpose of 
an obstruction across its course downstream, you are going to let 
less of it pass the obstruction than comes down on the upper side of 
the obstruction, and there would not be any use for it. Consequently, 
the water that comes in is greater than the water that goes out, and 
to that extent it is stored. 

If that be true, with reference to 105,000 feet, why is it not true 
of another 165,000 feet that comes on top of that? 

Mr. Barson. The 105,000 acre-feet you can store and not let a 
drop out of the reservoir. It holds the complete quantity back. 

Senator Corpon. There is not any object in doing that; is there? 

Mr. Batson. Yes, sir. 

Senator Corpon. You want the stream up? 


FLOOD-CONTROL SYSTEM OPERATION 


Mr. Batson. When you come into the proposition of system opera- 
tion, for instance, if Tuttle Creek had been in, it could have held back 
the total flow in the Blue and allowed the outflow from these reservoirs 
in the rest of the Kansas River to pass that point, after which releases 
could be made from Tuttle Creek. Those operations are balanced 
throughout the system, and each reservoir in the system operates in 
conjunction with the other. Sometimes, depending on the source of 
the flood and the amount of the flood, you will want, to close down one 
reservoir so it does not release any water, so that you can pass the flow 
from another in another part of the stream. 

Senator Corpon. But, when you make this dam high enough so that 
you can hold another 165,000 acre-feet, until you are approaching 
165,000 acre-feet _you can hold all that back? 

Mr. Batson. That is right, until you get over the 105,000 feet. 

Senator Corpon. After you pass the 105,000, suppose you have 
140,000. You can hold alli that back if you want to keep the gates 
closed? 

Mr. Batson. No. 

Senator Corpon. Why? 

Mr. Batson. You can hold it back to the capacity you have gated. 
After you exceed that capacity, your spillway provides a restricted 
outlet for the balance of the water. As your reservoir gets higher, 
the rate of outflow increases, but it never reaches the inflow into the 
reservoir. 

Senator Corpon. Then what you mean is that the top of the gate 
is that point which is the water level of a lake that has 105,000 acre- 
feet in it. 

Mr. Batson. Plus these storage capacities that are below that for 
other purposes, yes. 

Senator Corpon. That is what you mean by that? 

Mr. Batson. Yes, sir. So, you have absolute control on the 
105,000 feet. 
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Senator Corpon. For the 165,000, it could keep pouring in there, 
and the dam is high enough above the spillway so that up to 165 000 
it would be aaa. but the spillway would ‘be operating automati- 
cally because of the head behind it. 

Mr. Batson. That is correct. 

Senator Corpon. And the water would be going over it. 

Mr. Batson. That is right. 


KILOWATT CAPACITY GENERATED IN MISSOURI RIVER BASIN PROJECTS 


Chairman McKe.uuar. Are there any other questions? If not, 
I would like to ask this question. How many kilowatts of power are 
enerated on the Missouri River, and how many on the Mississippi 
iver taken as a whole? You are all connected with this matter, so 
could anybody tell me that? 

Mr. Lineweaver. I will have to get the figures. 

Chairman McKe iar. Very well. 

(The information referred to is as follows: ) 

The present and potential hydroelectric-power capacities for the several sub- 
basins constituting the Mississippi River Basin are approximately as follows. 
The figures shown are as of December 1948, but are substantially correct, since 
no significant changes have occurred to date. 


Mississippi River Basin 


Remaining 











Present | 
Subbasins installed undeveloped Total 
capacity potential | 
i 
Kilowatts Kilowatts Kilowatts 
1. Alluvial Valley of the Mississippi. .-.-...............--..... 0 4, 000 4, 000 
2. Ohio River Basin (including Tennessee River)...........-.- 2, 934, 000 | 4, 980, 000 | 7, 914, 000 
3. Upper Mississippi River Basin..........................-.-. 573, 000 | 1, 053, 000 1, 626, 000 
4. Missouri River Basin. -.......-.....--- ip De owetienttiah whos 800, 000 4, 200, 000 5, 000, 000 
a i hale bia whe adler Stammlaints 4, 307, 000 | 10, 237, 000 | 14, 544, 000 
' 


Chairman McKexuar. Senator Schoeppel, do you have any ques- 
tions, or will you be heard at this time? 


STATEMENT OF HON. ANDREW F. SCHOEPPEL, A UNITED STATES 
SENATOR FROM THE STATE OF KANSAS 


FLOOD-CONTROL AND RECLAMATION PROJECTS, KANSAS 


Senator ScnorpreL. Senator McKellar and members of the com- 
mitte, I know that there are other gentlemen here that have been 
patiently waiting all afternoon to be heard, and, therefore, I would 
like, outside of a few preliminary remarks, to file a statement that I 
have, and leave it for the record. 

Chairman McKeuiar. Very well. 

(The statement referred to is as follows:) 


STATEMENT OF SENATOR ANDREW F. ScHOEPPEL 


Mr. Chairman and members of the committee, I am glad to have the oppor- 
tunity to appear today in the interest of a number of reclamation projects in the 
State of Kansas. 

I shall not repeat before this committee some of the tragic cireumstances which 
developed in my State of Kansas, as well as in Missouri and Oklahoma, during the 
recent floods. 
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Your committee is considering appropriations on certain reclamation projects, 
all of which have a vital part to play in the ultimate waters that pass from these 
streams into the Kaw River; and all of these streams, with the possible exception 
of the Republican River, contributed very greatly to the havoc and ruin caused in 
the terrific July overflow from which it will take not only my State but the Nation 
several years to fully recover. 

I understand that the Bureau of the Budget has made certain recommendations 
on some of these reclamation projects. I further understand that they have 
recommended a total of 5 million dollars to be allocated generally as follows: 


Rr MN a a a a a .---- $3, 200, 000 
For certain other reservoirs referred to on the South Solomon, Solo- 
mon, and the Saline—location, planning, et al__........._-.--- 1, 809, 009 


It is also my understanding that the Bureau of Reclamation requested funds 
for the following 10 projects totaling 15 million dollars: 


Kirwin Norton 
Lovewell Angus 
Webster Oberlin 
Wilson Ellis 

Glen Elder Beaver Creek 


When the Bureau of the Budget approved only 5 million dollars of this request, 
naturally, we were disappointed. I, personally, feel that the entire 15 million 
dollars was amply justified and should have been allowed in order to enable the 
reclamation program to go forward in connection with the other programs in the 
State of Kansas heretofore considered by the committee and by the Congress. 

You will have before you the flood-control features of these various projects, 
and I shall not recount or restate them at this time. I, personally, feel that these 
projects in connection with the other Army engineers’ projects can illustrate 
perfectly how these plans can be worked together to the end that these devas- 
tating floods can be stopped, but it will take the necessary appropriations to get 
them underway. 

I want to state very frankly to this committee that I am for the Kirwin, Webster, 
Glen Elder, and Wilson projects 100 percent. I also want to draw the attention 
of the committee to the Lovewell project, which is on the White Rock Creek, a 
tributary of the Republican River. 

Of these projects, I understand that Kirwin is the nearest ready to move ahead, 
but the $3,200,000 probably cannot be spent on that project this year owing to 
certain relocations of railroads and other construction planning. I want to point 
out to the committee that the Lovewell project is really ready for contract letting. 
I feel that a million dollars or a million and a half dollars should be provided for 
this project because construction could start at once in this instance, If in the 
wisdom of the committee the Lovewell project could be provided for, it would 
mean that the 5 million dollars recommended by the Budget Department would 
have to be increased, and, personally, I am for increasing this amount, and I am 
asking this committee to so consider. 

I feel that since the Bureau of Reclamation has asked for a supplemental appro- 
priation of 15 million dollars and since the Budget Bureau has seen fit to allow 
only 5 million dollars, half of the amount requested by the Reclamation Bureau 
would permit these projects to get underway, and we could gain in the quickest 
possible time the fullest advantage of these projects which would, naturally, pro- 
vide the flood-control protection that everyone is so urgently demanding down- 
stream. In other words, while I favor the 15 million dollars suggested by the 
Bureau of Reclamation, I am hopeful that, at least, half of this amount can be 
approved by this committee. I hope that the committee can see its way clear to 
allow, at least, 7% million dollars on these Kansas projects and include therein 
some definite appropriation for the Lovewell project. 


SOLOMON AND SALINE RIVER FLOOD CONTROL 


Senator Scuorpre.. I want to say at the outset that here is an 
example of cooperative working between the Reclamation Depart- 
ment and the Corps of Engineers that fits into the whole compre- 
hensive Missouri Basin plan of flood control, power and irrigation, 
and reclamation. 
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Chairman McKettar. It is a mighty good plan to follow, too. 

Senator Scnorpre.. In my judgment it is. From the experiences 
we have had not only in 1951, which was tragic, and I will not recount 
those here, but in the years that have been mentioned the Solomon 
and Saline Rivers have dealt us much trouble for the last five or six 
years. Take that Solomon River, the North and South Forks, and 
take the Saline River, and the water that pours down those streams 
going ultimately into the Kaw River, are of terrific volume. I want 
to stress that as I am sure good engineers will tell you, that it con- 
tributed greatly to this devastating flood that happened all the way 
down the Kaw River as well as the Missouri. 

Chairman McKeuiar. The Kaw River is the Indian name for 
Kansas? 

Senator ScHorpreL. That is correct. We feel that primarily the 
big interest is in the flood-control features of these projects, because 
we have suffered these devastating floods in there, sometimes four or 
five of these in a year and these reclamation reservoirs will fit into the 
flood-control features which we must provide for. 

While the incidental benefits that will follow will be the irrigation 
benefits and the stream stabilization flows, as Senator Hayden men- 
tioned it will assist in the flood-control program especially since we 
have experienced excessive rainfall in these river valleys lately—if we 
had had those dams built we would have had enough irrigable acreage 
there that would have prevented the economic losses that we suffered 
several years ago because of the terrible drought. Those dry years 
can come again. 

The thing I want to stress here is that the series of dams proposed 
by the reclamation department fit into the Army engineers over-all 
program, and should be developed first from a flood-control stand- 
point. That is what we are primarily interested in at the moment. 
These other features that can be incorporated I am for, and the folks 
in my State in those valleys are in agreement with that. Congress- 
man Smith, who comes from the Sixth Congressional District, concurs 
in this. He has given many years of his time to studying this over- 
all program and desires to see it implemented. 


AMOUNT FOR DAM CONSTRUCTION 


Now, initially we had $15,000,000 that was requested by the 
reclamation division for a number of these reclamation projects. 
In the wisdom and the judgment of the budget department, it was cut 
to $5,000,000. I think I am correct on that. That was broken up, 
as was mentioned a while ago, into $3,200,000 for Kirwin, and 
$1,800,000 to certain of the other reservoirs that have heretofore 
been testified to for planning and a few things like that. Naturally 
I am for, and we are for, the $15,000,000 and are disappointed that 
we did not get it. I was hopeful that in this entire presentation as 
the committee goes over this record, somewhere around $7,500,000 
could be permitted for this department to be allocated in their widsom 
and judgment as it fits into the over-all comprehensive plan to be 
utilized in these valleys. If that is done, and these improvements 
started and pushed in these two river valleys, the Solomon and 
the Saline, you are going to wipe out a lot of devastating damage 
that has come downstream. And especially when Tuttle Creek is 
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completed. You gentlemen were most considerate and gracious 
when we brought before you the need for Tuttle Creek. With Tuttle 
Creek in there we will be a long ways toward eliminating the hun- 
dreds and hundreds of millions of dollars of damages we have all 
experienced this year—1951. 

Even today as I talk they are again evacuating people from North 
Topeka, and Ottawa, and Marion, because floods are coming again. 
We hope, of course, in your wisdom and judgment that you can do 
something for these projects. 

Personally, I feel this way, without any criticism, of course, as to 
how the budget department viewed it, that the $5,000,000 on these 
series of projects here is not sufficient. I think $7,500,000 allocated 
would get this thing under way, and in a way that would prove 
economical in dollars and cents two or three times over as a very 
minimum. 

Senator Corpvon. What do you base your figures on, Senator? 

Senator Scuorpre.. The losses that we have sustained. 

Senator Corpon. I know what the losses are, but I am speaking 
of the spending of $7,500,000 or $15,000,000. 


LOVEWELL UNIT, BOSTWICK PROJECT, KANSAS 


Senator Scuorpre.. I feel this way: With $7,500,000, there could 
be one other project up there receiving consideration. I am talking 
about the Lovewell project. As I understand, it would then be 
eligible for contract, which now has been cut out completely. That 
is one, I think from my information, where $1,500,000 allocated to 
that project would be a tremendous factor down the line. That 
makes up for the difference between the 5 million that has been 
allowed by the budget department, and the 7% million. 

Senator Corpon. That would be 2% million additional. What is 
the status of the Lovewell project? 

Senator ScHorpPreL. That is known as the Bostwick project. That, 
as I understand, is almost ready, and a contract could be let on that. 
These reclamation department gentlemen have all the details on that. 
For some reason that was left out. Initially it was considered. That 
is an important project up there. That goes down ultimately into 
the Republican River, which generally outside of 1951 has been a 
most troublesome river in Kansas history, and has contributed not 
only to a terrific loss of life, but terrific damage. 

Here is another unit that, in the wisdom of the budget department, 
was left out. I point that out in my statement, Senator. 


PERSONNEL LANGUAGE LIMITATION 


Senator HaypeNn. With respect to the personal limitation we placed 
in the Interior Department appropriation bill, I understand would 
apply not only to the money that was in that bill, but if additional 
personnel are required to do anything under the supplemental appro- 
priation, the limitation is still fixed. I know there is no limitation for 
the Corps of Engineers, as far as personnel is concerned, but would it 
be necessary if we added any substantial sum to the appropriations 
for the Interior Department, which would require additional per- 
sonnel, whether that personnel ceiling had been lifted. 
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Senator Corpon. It would depend upon whether they were in that 
classification of nonoperative personnel that would include engineers. 
If it was, it is excluded from the operational limitation. 

Senator Haypen. Will you get some figures on that? 

Mr. Linewraver. Yes, sir. 

(The information referred to is as follows.) 


Bureau oF RECLAMATION 


With reference to the application of limitations on expenditures in a regular 
departmental appropriation bill for a particular fiscal year to expenditures made 
from supplemental appropriations enacted the same fiscal year, the Comptroller 
General has held that the limitations in the regular bill apply to supplementals 
later enacted during the year unless it is specifically provided that the limitation 
shall be adjusted. 

In decision 4 Comptroller General 642 rendered January 30, 1925, to the 
Secretary of the Interior it was held: 

‘“‘Where Congress has specifically limited the amount to be expended for stationery 
by a department during a fiscal year, a later appropriation providing for additional 
work to be carried on by that department during the same fiscal year does not of 
itself authorize the exceeding of such limitation.” 

The Comptroller reaffirmed this decision in 1940 in a decision rendered to the 
Secretary of the Interior (19 Comp. Gen. 324). 

In unpublished decision B—76475, dated June 15, 1948, the Comptroller General 

further held: 
“A limitation established in an annual act may be increased where additional funds 
are appropriated in a subsequent act and the detail submitted to the Congress 
with the estimate indicates that a part of the funds are to be used for limited 
object.” 

In accordance with the above, it would appear necessary that a provision for 
personal services be included in any appropriation made in supplemental acts for 
the Bureau of Reclamation for the fiscal year 1952. 

Of the estimate of $5,000,000 for the Missouri River Basin project, the personal 
service requirement is $1,500,000. This is the amount required for the acquisition 
of field data and preparation of plans and specifications leading to the award of 
contracts for construction of the several dams included in the estimate. 


Mr. Lineweaver. I mentioned that before. Our information is 
that the Comptroller General has ruled that where a limitation applies 
in the regular bill, that the limitation also applies to the supplemental. 

Senator Corpon. I do not think there is any question about that. 
I think the matter will resolve around the question of exclusions from 
the limitation, and that, I believe, we have somewhere in our record 
where your budget officer indicated the type of technical and other 
nonadministrative personnel that we felt should as a group be ex- 
cluded from the limitation. My memory is that the engineering 
group was in there but we want to be sure. 

Mr. Lineweaver. No, sir; just operation and maintenance. That 
applied not to construction and planning but to maintenance. 

Senator Haypren. We will have to find that out. 

Chairman McKe.tuar. The committee will stand in recess. 

(Thereupon at 4:30 p. m., Thursday, September 6, 1951, a recess 
was taken until 10:30 a. m., Monday, September 10, 1951.) 





